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Annual Meeting 


The Annual Meeting of Shareholders will be held 
on April 19, 1977 in The Music Hall, Houston, 
Texas. A formal notice of the meeting, proxy 
statement, form of proxy and request for admit- 
tance card will be sent to shareholders on or 
about March 18, 1977. 
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The Company’s newest chemical facility, a two- 
billion-pound-a-year olefins plant, was being put 
in operation at Cedar Bayou, Texas, at year-end. 
Photograph by Lois M. Weissflog, Gulf 
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Internal communications received high priority 
during 1976 as Jerry McAfee, Chairman of the 
Board (center) and James E. Lee, President (right) 
participated in four taped TV interviews which 
were shown to employees throughout the 
Company. Questions submitted by employees 
were asked by narrator Robert Goralski of the 
Public Affairs Department in this ‘‘Executive 
Conversation.” 
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Millions of Dollars 


1976 1975 
$18,403 $16,042 
440 478 
WorldWide arcs errr. 816 700 
-apital and Exploration Expenditures 
United States 22. csecese. 5s sse 1,188 1,052 
WorldWide... .c.c-saeee ores 1,742 1,546 
fotal Assets =... neo ee 13,449 12,425 
Cash and Marketable Securities .... 1,989 1,837 
onig-Term Debt <27 sens aa 1,168 1,294 
Return on Average Shareholders’ 
Fat 12.2% 11.2% 
10.4% 9.6% 
$ 4.19 Sao oO 
1.73 1.70 
35.62 Sh 1 
Operating Highlights 
Net Crude Oil and Condensate 
Produced, Including Participation 
and Long-Term Purchase 
Arrangements (daily average 
barrels) 
United Statesman een ere 337,700 360,600 
Worldwidemeeamcnseri ocr 1,730,300 1,952,100 
Net Natural Gas Liquids Produced 
(daily average barrels) 
WnitedgStatessnnrs seer re 60,800 64,900 
Won Wid egaraera ry eerie ree 70,600 88,000 
Net Natural Gas Produced 
(thousand cubic feet per day) 
United States: cis .m a eee 1,712,500 1,958,400 
Worldwidentrc2 asian ase 2,035,100 2,433,400 
Crude Oil Processed 
(daily average barrels) 
United States ota weenie 814,600 749,600 
Worldwide San... aie 1,696,600 1,700,900 
Refined Products Sold 
(daily average barrels) 
United: States 225 Gen wee 828,600 805,700 
Worldwidenic os sets ae ee ee 1,609,300 1,610,200 
Chemicals Sold (thousands of tons) 
United Statesis cag sme 2,860 2,450 
Worldwidet.2at..s6e.ch one ee 4,960 4,130 
Coal Mined (thousands of tons) .... 7,900 7,300 
Uranium Produced 
(thousands of pounds) .......... 1,900 370 
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We are proud to report that 1976 was 
a year of solid accomplishment for 
our Company. 

e Earnings of $816 million, or $4.19 
per share, were the second highest 
in our history and represented a 17- 
percent increase over 1975. 

® The prolonged declines in our 
United States crude oil and natural gas 
production appeared to have been 
nalted. 

e Worldwide refining and marketing 
operations reached a more profitable 
level. 

e One of the nation’s largest petro- 
chemical plants and a new plastics 
facility were added to our chemical 
operations as the first steps ina 
major expansion program. 

® Full production was achieved at 
our first uranium mine and significant 
additions were made to our largest 
coal mine. 

® Our corporatewide reorganization, 
which was initiated in the summer of 
1975, was further consolidated allowing 
us to view each element of the Com- 
pany on an individual, stand-alone 
basis. 

The past few years have been pain- 
ful ones for our Company, and Gulf 
entered 1976 on one of the most trau- 
matic notes in its 75-year history. As 
your new management team, we set as 
Gulf’s number one priority the restora- 
tion of our confidence in ourselves and 
our Credibility with others. The first was 
necessary if we were to bring the full 
strength and abilities of our Company 
to bear in meeting the nation’s energy 
needs. The second was essential if 
we were to be able to speak out force- 
fully and effectively on the nation’s 
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THE SHAREHOLDERS 


energy problems and the need for a 
comprehensive energy policy. 

To accomplish these objectives, we 
made an extensive effort during 1976 to 
improve our Corporate communica- 
tions—both internally and externally. A 
televised ‘Executive Conversation”’ 
program was initiated to bring our con- 
cerns and achievements to the atten- 
tion of all employees. A “‘Write to 
Know” column was begun in the Gulf 
Oilmanac, our monthly employee 
magazine, giving employees an oppor- 
tunity to question management on 
policy and programs. Our quarterly 
financial report to shareholders was 
expanded as has been this report in 
order to give as clear and comprehen- 
sive a picture of our operating and 
financial performance as possible. 

Through editorials in The Orange 
Disc, our shareholder publication, and 
letters to shareholders, retired em- 
ployees, royalty owners, dealers and 
others, we sought to inform interested 
audiences of the gravity of energy 
legislation being considered by Con- 
gress. It was largely because of grass- 
roots pressure by such concerned 
citizens that the divestiture bill aimed 
at breaking up the major oil companies 
failed to reach a vote in the Senate. 

A new national advertising campaign, 
featuring Company employees, was 
launched early in 1977. Its theme, ‘Gulf 
People: Meeting the Challenge,”’ is 
more than just an advertising slogan, 
for all of us at Gulf believe that we are 
doing a tough job to the best of our 
ability, and that in so doing we are con- 
tributing to the welfare of the nation. 

The bitterly cold weather that 
paralyzed the eastern half of the 
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country as this report was being drafted 
dramatizes the precarious nature of 
our nation’s energy supplies. In 1976, 
as in past years, the U.S. consumed 
more energy than it produced, and 
produced more oil and natural gas 
than it added to reserves by way of new 
discoveries. The continued depletion of 
these vital natural resources and the 
nation’s growing dependence on 
foreign, government-controlled crude 
oil must be viewed with alarm. Last 
year, 42 percent of this country’s oil 
needs and 22 percent of its total energy 
requirements were imported, resulting 
in a hemorrhage of almost $100 

million a day in the U.S. balance of 
payments. An estimated 17 percent of 
natural gas production was used to 
generate electricity. Yet new coal 
mines were stalled by a moratorium on 
federal lease sales and nuclear power, 
once viewed as a near-term solution, 
continued to be mired in governmental 
red tape and unrealistic environmental 
demands. 

The nation’s energy needs were 
dealt a further setback in February 
1977 when a federal district court in 
New York rescinded last year’s lease 
sale off the mid-Atlantic seaboard. Gulf 
and others had expected to begin 
exploratory drilling in this promising 
frontier area later this spring. 

The answer to the energy puzzle is 
going to require much sacrifice and 
much work. Everyone has a stake in 
its solution. Lower thermostats and 
speed limits, and better insulation and 
public transportation are clearly neces- 
sary, but are only part of the answer. 
Improved methods of allocating exist- 
ing supplies and establishing priorities 
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among users and uses offers some 
hope, but at the expense of additional 
governmental control over our way of 
life. To maintain a vital and growing 
economy, the principal effort must be 
toward increasing energy supplies. And 
that means that the public must recog- 
nize the necessity of higher prices to 
pay for more exploration, deeper drill- 
ing and costly frontier development. 
Realistic petroleum prices—both at 
the wellhead and the gasoline pump— 
to recognize replacement cost are 
long overdue if the country is to take 
the energy problem seriously. 

We at Gulf are doing our part. Dur- 
ing 1976, we committed $2.1 billion 
and spent a record $1.74 billion on 
worldwide capital and exploration 
projects. This was more than twice 
what the Company earned during the 
year. The portion of our expenditures 
aimed at finding and developing new 
energy resources in the U.S. alone rose 
by 47 percent to $816 million—an 
amount which, by coincidence, exactly 
equaled worldwide earnings. 

An even higher level of expenditures 
is programmed for 1977 and for the 
rest of this decade. Capital and ex- 
ploration spending over this period will 
exceed $2 billion a year, with up to 75 
percent devoted to the worldwide 
search for energy. Expansion of our 
chemical facilities will get the largest 
share of the remaining dollars. While 
Gulf intends to remain an international 
oil company, the focus of our capital 
spending is directed toward the U.S. 
and Canada. By building on what we 
know best, we will continue to be pri- 
marily an oil and gas company, but 
with growing positions in chemicals, 
coal, uranium and other related areas. 

The underlying assumptions are: that 
substantial quantities of oil and gas 
remain to be found within the U.S. or on 
its Outer Continental Shelf; that we will 
continue to be successful in finding 
these deposits; and that government 
policy will allow us rewards commen- 
surate with our risks and investments. 
Our long-term goal of becoming one of 
the largest coal and uranium suppliers 
in the U.S. also assumes that the na- 
tion’s energy picture will increasingly 
become electricity-based and that we 
as an oil company will be allowed to 
participate in supplying these alternate 
energy sources. 

Our goals, then, are incompatible 
with any forced divestiture legislation. 
We think that this is clearly an area 
where our interests and the nation’s 
are identical. We do not believe that 


the public wants our industry to be 
broken up at atime when our size and 
strength are obviously needed to help 
meet the nation’s growing energy 
requirements. 

By the end of 1976, we were produc- 
ing from six fields in the Gulf of Mexico 
discovered since 1972. Eight additional 
new fields are to be brought into pro- 
duction in 1977. Exploratory drilling will 
be conducted this year offshore Cali- 
fornia and in the Gulf of Alaska. Our 
first production from the North Sea 
should come in late in 1977. 

The funds already invested in these 
projects and which will be required in 
the future lead us to characterize our 
financial performance in 1976 as grati- 
fying, but not satisfying. Measured as 
a return on investment, earnings rose 
to 10.4 percent of employed capital and 
12.2 percent of shareholders’ equity 
from 9.6 percent and 11.2 percent on 
the respective 1975 scales. This is still 
well below the 14- to 15-percent returns 
on capital we feel are necessary to 
generate the future investment dollars 
we will need. 

Nevertheless, it was significant that 
Gulf achieved an earnings level second 
only to the abnormally high earnings of 
1974 in the first full year since the 
nationalization of our producing prop- 
erties in Kuwait and Venezuela, and 
inayearin which our U.S. income tax 
provision nearly doubled. A more 
detailed discussion of 1976 earnings 
is given on page 22. 

Two actions which occurred in the 
closing days of 1976 are likely to affect 
future profits, and therefore, deserve 
comment. First, after months of de- 
teriorating relations with the govern- 
ment of Ecuador, we asked the govern- 
ment to buy out our producing and 
pipeline interests there. An agreement 
for a transfer of property was reached, 
effective December 31, 1976, but as of 
the date of this report payment had not 
been received. Secondly, the Organiza- 
tion of Petroleum Exporting Countries 
(OPEC) raised prices effective 
January 1, 1977, ina manner which 
placed much of our foreign crude oil 
at a disadvantage in the marketplace. 
The pricing decision was primarily a 
political one in the Middle East and 
must be settled by the governments of 
the producing countries. We believe 
that prices must and will seek an 
equilibrium in the market. 

Legal action continued to receive 
much time and attention during 1976, 
but with some positive results. In 
November, a federal district court ap- 


proved the settlement of the share- 
holder derivative suits concerning the 
past political contributions issue. While 
two appeals have been filed, we are 
confident that this torturous matter is 
now behind us. Equally significant, a 
federal appeals court in December 
granted our motion for stay of a Federal 
Power Commission (FPC) order on 

Our gas supply contract with Texas 
Eastern Transmission Corporation. We 
believe that we have complied fully 
with our obligations under the contract 
and have taken every reasonable action 
possible to supply the required quanti- 
ties of gas—and we intend to continue 
to do so. Other legal hurdles remain, 
but we are confident that our actions 
have been correct and honorable and 
that our positions will be upheld in the 
courts. Further information on this liti- 
gation is discussed on page 36. 

We regret to report the death, on 
December 20 and at age 96, of 
Colonel J. Frank Drake, former presi- 
dent, chairman and director emeritus 
of Gulf, who played an historic role in 
the growth of the Company. Those of 
us who knew him will miss his wise 
counsel and business acumen. 

In recognition of the progress our 
Company is making, your Directors 
increased the quarterly dividend to 45 
cents a share in October. This was the 
third increase in as many years, and 
lifted the annual payout rate to $1.80 
a share. 

The achievements during the past 
year and the financial, human and 
physical resources we are bringing to 
bear on our objectives for 1977 give 
us confidence that Gulf will play a 
major role in meeting the nation’s 
energy crisis, and that we and our 
shareholders will benefit from the 
opportunities at hand. 


Respectfully submitted, 


Jerry McAfee 
Chairman of the Board 


James E. Lee 
President 


February 23, 1977 
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United States 

Gulf Energy & Minerals Company 
arrested a steep, four-year decline in 
natural gas production during 1976 and 
made marked progress toward leveling 
out a six-year decline in crude oil 
production. 

During 1976, production of crude 
oil and condensate averaged 337,700 
barrels per day and natural gas pro- 
duction was 1.71 billion cubic feet 
per day. While this represented de- 
clines of 6 and 13 percent, respec- 
tively, from the daily average rates of 
1975 when Gulf still produced from 
significant West Texas term leases, 
crude oil production was essentially 
flat throughout 1976, and natural gas 
production turned up during the fourth 
quarter as new fields were brought on 
production. This success, which has 
required exploration and development 
expenditures of more than $2.5 billion 
over the past five years, is even more 
significant in view of the fact that in- 
dustry production of these vital re- 
sources continues to decline. 

The focus of the Company’s ex- 
ploration and production efforts has 
been in the Gulf of Mexico where 
Gulf has acquired an interest in 85 
tracts since mid-1972. During 1976, 
three new fields were brought on pro- 
duction: Grand Isle 95, South Timbalier 
37, and South Pass 62. By year-end, 
Gulf was producing from nine blocks 


“There is, inthis country, a crisis in 
excellence. Too many people assume 


that it just comes—that you don’t have 


to strive for it. When we began to 
evaluate rock structures, we did not 
look at seismic readings to find geo- 


logical formations, which is the tradi- 


tional way of analysis. We looked for 
changes in the physical properties of 
the rocks themselves due to fluid 
saturation. Our ‘bright spot’ tech- 


nique, then, was a new way of looking 


at seismographic reflections. This 
practice of questioning accepted 


concepts is what research is all about. 
it means a high percentage of failure. 


This one worked. The result for Gulf 
is a better chance to find hydro- 
carbons. The result for me was the 
achievement of a goal even more 


elusive than petroleum—excellence.” 


—Georges Pardo, technical exploration manager, 


pioneered in the direct detection of crude oil 
through seismic methods. He is one of 4,200 
men and women engaged in Gulf’s U.S. ex- 
ploration and production effort. 


in six fields acquired since 1972. New 
production from three older fields, 
South Timbalier 135 and 176 and West 
Delta 27, also was achieved during the 
year. At the end of 1976, these Gulf of 
Mexico properties were yielding a total 
net daily output of 14,200 barrels of oil 
and 133 million cubic feet of gas. 

Production is expected in 1977 
from eight additional new fields in 
the Gulf of Mexico: Vermilion 39, South 
Timbalier 35 and 163, West Cameron 
197, 266, 333 and 409, and High Island 
111. Also, production should be 
initiated from a newly installed platform 
in South Pass 61 where an earlier 
platform was destroyed by Hurricane 
Camille in 1969. 

Important new production also has 
come from onshore areas such as the 
Kingdom (Abo Reef) field in West 
Texas, which Gulf discovered in April 
1975. By the end of 1976, the Company 
was producing 4,600 barrels of oila 
day from 54 new wells and Gulf plans 
30 to 40 more wells for 1977. No dry 
holes have been drilled. This success 
confirms the Company’s belief that 
untapped reservoirs exist in older 
producing areas. 

Development activity on the Com- 
pany’s 117,000 acres in Webb and 
Zapata counties in South Texas con- 
tinued with six rigs active at year-end, 
two on wildcat and four on develop- 
ment wells. Gulf’s current net capacity 
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from this area is 100 million cubic feet 
of gas per day. 

Gulf has more than 700,000 net 
acres under lease in the promising 
new onshore area called the “Over- 
thrust Belt,” a 60-mile swath stretch- 
ing 900 miles from the Canadian border 
to Southern Utah. In early 1977, im- 
portant new gas discoveries had been 
made in the Overthrust Belt of South- 
western Wyoming, in Ward County, 
Texas, and Central and South Louisi- 
ana. A significant oil discovery also 
had been tested in Dunn County, North 
Dakota. 

Through efforts such as these, 

Gulf will be adding new reserves and 
developing present reserves in order 
to maintain and hopefully increase 

oil and gas production over the balance 
of this decade. In support of this goal, 

a record $210 million was spent in 1976 
for wildcat drilling and other explora- 
tion activities, excluding offshore lease 
payments. This represented a 49-per- 
cent increase over similar expenditures 
in 1975. For 1977, Gulf expects such 
spending to exceed $250 million. 

Increased emphasis will be placed 
on the search for new natural gas 
as a result of an FPC decision in July to 
substantially increase producers’ 
prices on natural gas sold across state 
lines. The order set the price of gas 
produced from wells started after Janu- 
ary 1, 1975 at $1.42 per thousand cubic 
feet; at 93 cents per thousand cubic 
feet from wells drilled in 1973 and 
1974; and permitted the rollover to 
52 cents from 29.5 cents per thousand 
cubic feet for gas from older fields 
on the termination of current con- 
tracts. While the FPC’s action repre- 
sents a major step forward in recogniz- 
ing the higher cost of developing new 
energy, it falls short of bringing the 
price of gas to its true economic value. 
The decision is being challenged in the 
courts. Gulf believes the issue must 
ultimately be resolved by Congres- 
sional action to deregulate interstate 
gas rates. 

At year-end, approximately 14 per- 
cent of Gulf’s gas sales qualified for the 
new higher rates. An additional 27 
percent was sold within the same 
state, and therefore was not regulated. 
During 1976, the Company realized an 
average price of 45 cents per thousand 
cubic feet on its natural gas sales 
compared with 35 cents per thousand 
in 1975. 

Despite the fact that much of Gulf’s 
newly discovered gas will be sold 
significantly below current market 
prices to fulfill a contract with Texas 
Eastern Transmission Corporation, the 


FPC’s order will affect growing propor- 
tions of Gulf’s natural gas production. 
Deliveries under the Texas Eastern 
contract averaged 362 million cubic 
feet per day in 1976 and are expected 
to reach the maximum daily contract 
volume of 625 million cubic feet per 
day in 1977. 

Responding to the unprecedented 
demand for natural gas occasioned 
by the severe winter of 1976-77, Gulf 
initiated a review of all natural gas 
production and delivery operations and 
undertook whatever steps were pos- 
sible to avert pipeline freeze-ups and 
curtailment of deliveries. Well work- 
overs which would temporarily shut 
in production were deferred wherever 
possible, and 24-hour maintenance 
activities were initiated at compressor 
stations, both on and offshore. Gulf 
cooperated with the U.S. Geological 
Service and state regulatory agencies 
to maximize production and delivery of 
natural gas from fields it operates. 

Crude oil prices also continued to 
be determined by federal regulation. 
Under a 1975 Act of Congress, the 
weighted average industry price of all 
domestic crude was set at $7.66 per 
barrel in February 1976, but was 
allowed to increase at about six cents 
per barrel per month on a 39-month 
schedule. The schedule was based 
upon production estimates of ‘“‘old,”’ 
or lower-tier, oil from properties 
developed before 1972, and ‘“‘new,” or 
upper-tier, oil from subsequent devel- 
opment. Upper-tier oil was priced 
higher than lower-tier oil. In June, the 
Federal Energy Administration (FEA) 
found that actual production and prices 
of upper-tier oil exceeded its estimates 
and that composite prices were rising 
too rapidly. Therefore, the agency froze 
oil prices at their June level of $5.15 
per barrel for lower-tier oil and at 
$11.60 per barrel for upper-tier oil. At 
year-end, upper-tier oil prices were 
further rolled back to $11.40 per barrel 
and the freeze on lower-tier prices was 
continued through March 1977. 

Under the FEA’s definitions, 69 
percent of Gulf-operated crude pro- 
duction was classified as lower-tier oil 
in 1976 compared with 81 percent in 
1975. Gulf’s average price of produc- 
tion rose to $7.39 per barrel in 1976 
from $6.68 in 1975. 

While these price restraints offer 
little encouragement to increase 
U.S. crude production, other rulings 
have been more beneficial. During 
1976, the FEA deregulated the price of 
oil from stripper wells, which produce 
less than 10 barrels a day, and altered 
its definition of property to recognize 
individual reservoirs as separate prop- 
erties in order to encourage increased 
development. 

These two regulations resulted ina 
shift of about 13 percent of Gulf’s pro- 


duction from lower- to upper-tier oil. 
As a result, Gulf-operated production 
during the last four months of 1976 
was split 60 percent lower-tier and 

40 percent upper-tier and stripper oil 
and the Company’s average price was 
$8.05 per barrel. This should allow 
Gulf to bring back into production 
wells that had reached the end of their 
economic life and should have a posi- 
tive effect on increasing reserves and 
production. 

Gulf’s net proved reserves of crude 
oil and natural gas are described in 
detail on pages 55 and 56 of Form 10-K. 

During 1976, the Company partici- 
pated in the drilling of 114 new field or 
new pool wildcats, 35 of which were 
successfully completed—17 as oil 
wells and 18 as gas. In total, Gulf had 
a full or part interest in 1,477 wells 
drilled during 1976, of which 1,170 were 
completed as oil wells and 169 as gas 
wells; the remainder were unsuccess- 
ful. This compares with 1,164 gross 
wells drilled in 1975, of which 1,048 
were successful. 

Gulf drilled its first rank wildcat late 
in the year on one of its wholly owned 
leases offshore Southern California 
which was acquired in December 1975. 
A second test well on another prospect 
will follow in 1977. The Company 
plans to drill a wildcat on the Oakridge 
Unit in the Santa Barbara Channel 
and at least one other in the San Pedro 
area offshore California this year. 

Since the major new discoveries 
must come from the nation’s frontier 
areas, Gulf was encouraged by the 
continuation of federal offshore lease 
sales and was an active participant in 
all of these sales during the past year. 
The Company spent $139 million in 
1976 to acquire federal offshore 
acreage, almost double the $79 million 
spent in 1975. 

In the Louisiana offshore sales, Gulf 
spent $53 million in February fora 
100-percent interest in South Timbalier 
Block 35, and has since drilled two 
discovery wells on it. In the November 
sale, Gulf spent $14 million for interests 
in two additional tracts. 

In April, the Company acquired four 
leases on four separate prospects in 
the Gulf of Alaska for a total of $33 
million. Gulf participated in the first 
wildcat in this frontier area, which 
proved to be a dry hole, and plans 
to evaluate the remaining prospects 
this year. 

Gulf and its partners won three 
tracts in the Baltimore Canyon sale 
along the mid-Atlantic seaboard in 
August at a net cost of $19 million. 
Later, the Company acquired an 
interest in seven additional tracts 
there for $20 million. These purchases 
give Gulf positions on three major 
geologic structures. Until the cancella- 
tion of these leases by a federal court 


in February 1977, Gulf had expected 
to participate in four exploratory 
wells in 1977. 

The Company has long recognized 
the extensive potential for enhanced 
recovery techniques and is evaluating 
current producing leases for possible 
application of enhanced recovery tech- 
nology. During 1976, 14 tertiary re- 
covery projects were under way 
yielding approximately 2,400 barrels of 
oil per day. Several more pilot projects 
and possibly a commercial-scale effort 
will be conducted in 1977. Because it is 
considerably more costly to produce 
oil by these methods, price decontrol 
would greatly encourage future 
production. 

In December 1976, construction 
to expand the Warren Petroleum divi- 
sion’s natural gas liquids complex on 
the Houston Ship Channel was begun. 
To be completed in mid-1978, the 
expansion will involve the construction 
of a third ship dock at Warren’s marine 
terminal, a 20-inch pipeline and addi- 
tional salt dome storage wells and 
fractionation capability at its Mont 
Belvieu, Texas, facility. The project will 
increase import capacity to more than 
200,000 barrels of natural gas liquids 
per day. 


Petroleum Exploration 
and Dry Hole Expenses 


Millions of Dollars 


| United States 
| Foreign 


360 


1972 1973 1974 1975 1976 


International 


Overseas, the petroleum industry 
faced a more stable operating climate 
in 1976 as world crude oil prices 
remained relatively level for the first 
time in three years. However, foreign 
producing countries exerted increased 
control over prices, production levels 
and crude mixes. And, in the fourth 
quarter of the year, foreign crude 
markets were artificially stimulated as 
inventories were accumulated in antici- 
pation of a price increase by OPEC. 

A meeting of OPEC members in the 
Arab sheikdom of Qatar in December 


A pipe-laying barge connects a new natural 
gas field in the Gulf of Mexico. 


resulted in an unprecedented two-tier 
price system for foreign crude. Saudi 
Arabia and the United Arab Emirates, 
which account for one-third of OPEC’s 
aggregate reserves, raised prices five 
percent on January 1, 1977. The re- 
maining 11 members, including those 
countries where Gulf has operations, 
voted for a 10.4-percent increase with 
another five-percent boost next July 1. 
While it is too early to determine 
whether the higher prices will hold, 
OPEC’s pricing action has caused 
major disruptions in crude markets and 
production schedules and has once 
again imposed new inflationary 
pressure upon the world economy. 

For several years, Gulf’s most active 
area of petroleum development out- 
side North America has been the 
North Sea where construction ad- 
vanced in 1976 toward bringing the 
Company’s first four fields—Thistle, 
Dunlin, Statfjord and Murchison—on 
early production. 

In September, a towering 600-foot- 
high steel platform was towed to the 
Thistle field and is being anchored to 
the seabed. Drilling and production 
equipment is to be installed this 
summer. Thistle will be the first of 
Gulf’s North Sea fields to come on 
production late in 1977. 

Concrete platforms for the Dunlin 
and Statfjord fields are being com- 
pleted in Norway for installation this 
summer. A contract to build a second 
concrete platform for the Statfjord 
field is expected to be awarded in the 
near future. Development work on the 
Murchison field was initiated in 1976. 

During 1976, a unitization agree- 
ment was reached among all interests 
in the Statfjord field, which spans 
waters belonging to both the United 
Kingdom and Norway. This will allow 
the field to be tapped from three 
instead of four platforms and will sub- 
stantially reduce total expenditures. 

Gulf’s share of production in the 


North Sea is expected to reach 70,000 
barrels per day by 1983. 

Early in 1976, Gulf and its operating 
partner, Continental Oil Company, 
signed the industry’s first participation 
agreement with the U.K. government. 
The British National Oil Company’s 
(BNOC) title interest in these North Sea 
properties was increased to 51 percent 
from 33% percent without altering 
working or economic interests. 

Gulf’s 1976 exploration program in 
the North Sea saw 11 wildcats and one 
appraisal well completed in the U.K. 
sector, and one wildcat each in the 
German and Dutch sectors. The Com- 
pany acquired three exploration blocks 
offshore Ireland and earned an interest 
in two additional tracts in U.K. waters 
through a farm-in arrangement. 

An active exploration program in 13 
countries overseas involved expendi- 
tures of $94 million in 1976 with almost 
$72 million of that spent in areas where 
Gulf does not have established produc- 
tion. Exploration expenditures for 1977 
are expected to be approximately $140 
million. 

A production-sharing agreement 
leading to Gulf’s first venture in Egypt 
was signed late in 1976. Under its 
terms, Gulf will explore two 1,200- 
square-kilometer blocks east of the 
Suez Canal. 

During 1976, crude oil available to 
Gulf through equity, participation and 
long-term purchase agreements 
amounted to 1.3 million barrels per, 
day from nine countries outside of 
North America. This represented a 
13-percent decline from 1975 re- 
flecting Gulf’s first full year of opera- 
tions under crude purchase agree- 
ments in both Kuwait and Venezuela. 
The Company’s agreements in these 
countries provide only small fees. In 
Kuwait, the Company receives an ef- 
fective discount of 15 cents per barrel, 
after payment of Kuwait taxes. How- 
ever, Gulf benefited from the first full 


year of production in Zaire. A country- 
by-country tabulation of Gulf’s produc- 
tion and purchases is given on page 45. 

In December, Gulf and the govern- 
ment of Ecuador completed negotia- 
tions aimed at an orderly withdrawal 
of the Company from operations in 
Ecuador. The government issued a 
decree which authorized the national 
oil company, CEPE, to purchase, 
effective December 31, 1976, Gulf’s 
372 -percent interest in a producing 
concession and half interest in the 
Trans-Ecuadorian pipeline. Under the 
terms of a proposed agreement Gulf 
is to receive payment for its unamor- 
tized investment. 

Operations in Angola, which were 
suspended in December 1975, re- 
sumed in late April 1976 following the 
abatement of hostilities there. The 
Company is currently operating under 
the same terms and at nearly the same 
production levels which prevailed 
before suspension. 

In November, Gulf received pay- 
ment from the Nigerian government 
covering its purchase, retroactive to 
1974, of 55 percent of the Company’s 
operating concession. 


Service Companies 


Two service companies which market 
Gulf’s technology to government 
agencies and other private companies 
were meaningful contributors to 1976 
earnings. Keydril Company expanded 
its operations as an international off- 
shore drilling contractor by placing 
three new rigs in service. Its six rigs 
are currently working along the coasts 
of four continents. Global Energy Oper- 
ations and Management Company, 
which provides technical expertise in 
exploration, production and gas 
liquids extraction, carried out con- 
tracts during 1976 in Nigeria, Iran, 
Kuwait, Burma, Bangladesh, India and 
Denmark. Contract negotiations are 
under way in four other countries. 


PETROLEUM—REFINING & MARKETING 


United States 

Gulf Refining & Marketing Company 
became a meaningful contributor to 
Corporate profits in 1976 after opera- 
ting at essentially a break-even level 
during 1975. While performance im- 
proved worldwide, the most significant 
increase in earnings came in the U.S. 

Gulf, along with most of the U.S. 
industry, benefited from increased 
product demand and improvements 
in regulatory and import policies. 
Equally important in Gulf’s turn- 
around, however, has been a change in 
operating philosophy which empha- 
sizes profits over volume and anew 
management style of decentralized 
decision-making to allow more rapid 
response to changes in local market- 
ing conditions. 

Gulf’s objective continues to be to 
provide customers with the best pos- 
sible products and services—but only 
in those areas where the Company’s 
refining, transportation and marketing 
system allows it to be strongly com- 
petitive. 

Coupled with the growth of the U.S. 
economy, Gulf’s sales of all refined 
products grew 2.8 percent during 
1976 to 828,600 barrels per day, and 
gasoline sales increased 2.5 percent 
to a daily average of 479,600 barrels. 
Sales of unleaded gasoline accounted 
for 19 percent of total gasoline sales 
in 1976, compared with 12 percent in 
1975. 

Product prices remained relatively 
strong throughout 1976 and benefited 
from the decontrol of distillate and 
residual fuel oil prices. ‘‘Banked” costs 
incurred in prior years but un- 

recovered due to FEA regulations or 
market conditions were reduced during 
the year. Nevertheless, gasoline prices 
remained below federal ceilings at 
year-end. During 1976, Gulf’s average 
sales price for all U.S. refined products 
increased to 37 cents per gallon from 
34 cents in 1975, although only a few 
cents per galion was profit to the 
Company. 

Profits were further aided by the 
elimination of the government’s Sup- 
plemental Import Fee, which cost $151 
million in 1975. However, Gulf con- 
tinued to be subject to the FEA’s en- 
titlements program which seeks to 
equalize crude oil costs at the refinery 
level. During 1976, Gulf was required 
to pay $214 million in entitlement fees 
bringing to $452 million the amount 
which the Company has been forced 
to pay other refiners for the right to 
refine its own crude since that program 
was initiated in late 1974. 


Marketing in a 29-state area in the 
East, South and West, Gulf maintained 
its share of the gasoline market at 
approximately eight percent during 
1976. However, a net reduction of 400 
marginal stations reduced total retail 
outlets to 18,800 by year-end. A pro- 
gram of planned withdrawal from 
selected marginal locations also con- 
tinues, and Gulf is seeking FEA ap- 
proval to withdraw from the Northern 
California area where its Hercules 
Refinery was sold in February 1976. 

While the Company relies primarily 
on a dedicated network of independ- 
ent full-service dealers, the number 
of branded Company-operated, self- 
serve stations increased during 1976 
to 790 from 640. Unbranded outlets 
operated or serviced by Gulf increased 
to 800 from 660. A marketing study 
completed last year shows that the 
self-serve market could be twice as 
large as it is, particularly in metropoli- 
tan areas where Gulf already has a 
significant market share. The accept- 
ance by price-conscious customers of 
these stations and the favorable rate 
of return on these investments con- 
tributed to 1976’s success. 

Experiments with different market- 
ing techniques such as the sales of 
convenience store items at self-serve 
stations showed considerable promise 
during 1976. One of these was an 
arrangement to combine self-service 
gasoline marketing with convenience 
stores operated by Munford, Inc., of 
Atlanta, at selected outlets throughout 
the South. 


“The Baltimore district represents the 


Mass merchandising of motor oil, 
tires, batteries, accessories and 
household products also increased 
during the year. Gulf began test mar- 
keting a new “Drain and Change” do- 
it-yourself motor oil kit through super- 
markets and discount stores and en- 
couraged dealers to adopt similar 
techniques to increase motor oil sales 
through traditional outlets. 

Reflecting the higher product 
demand, Gulf’s U.S. refineries proc- 
essed an average of 814,600 barrels 
of crude oil per day in 1976, operating 
at 92 percent of total rated capacity 
compared with 87 percent in 1975. 
Gasoline and naphtha accounted 
for more than 60 percent of Gulf’s 
refined product output, middle distil- 
lates about 30 percent with the remain- 
der No. 6 fuel oil, asphalt and other 
products. 

A program to improve the efficiency 
and increase the capacity of the 
Philadelphia Refinery was completed 
in September 1976, adding 29,900 
barrels per day to its capacity. A 
similar project, adding 22,400 barrels 
per day at the Port Arthur Refinery, 
should be completed in the first half 
of 1977. At that time, Gulf will have a 
total refining capacity of 907,800 bar- 
rels per day, or about six percent of 
the U.S. total. 

Gulf’s refineries currently use 24 
grades of crude oil from 13 foreign 
countries. Reliance on foreign crudes 
increased to 40 percent in 1976 com- 
pared with 33 percent in 1975. Im- 
port ratios are expected to increase at 


wheel that revolves around the hub 
of Washington, D.C. What we do here 
can be the focus of national attention. 
In avery real sense, my 293 employees 
are Gulf to the people in this very 
sensitive part of the country. We sell 
590 million gallons of product a year. 
My responsibility is to keep the pieces 
in place, to develop people and utilize 
them properly—and to make a profit. 
This gives me a great deal of personal 
satisfaction. For one thing, I’ve shown 
that someone with a degree from a 
small Black college can get the job 
done. | hope I’ve made it a little easier 
for the next kid who comes along. 


But I’m not anyone’s example or token. Believe me, | wouldn’t be here 
if this district’s operations didn’t meet Gulf’s standards.” 


—Frank Odom, district manager, is one of 17,200 men and women who contributed to 
the turnaround in profitability in Gulf’s U.S. refining and marketing operations. 
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least until 1980. At present, some 88 
percent of Gulf’s crude imports come 
from West and North Africa. 

In anticipation of increased imports, 
Gulf is participating in Seadock, Inc., 

a consortium of petroleum companies 
that plan to build a deep-water unload- 
ing terminal off the Texas Coast to 
accommodate tankers in excess of 
200,000 deadweight tons. The project, 
which would substantially reduce the 
cost of importing oil, won preliminary 
approval from the U.S. Department of 
Transportation late last year and 
licensing terms are being evaluated. 

The Environmental Protection 
Agency’s (EPA) decision last year to 
enforce the gradual removal of most 
lead from gasoline by January 1979 
means that the refining industry will 
be faced with heavy capital expendi- 
tures for refinery modifications that 
will provide no efficiencies, cost sav- 
ings or competitive advantages. Gulf 
estimates that it will be required to 
spend some $60 million over the next 
four years to meet EPA requirements. 

At the same time, as more and more 
automobiles are manufactured which 
require lead-free fuel, refiners are 
finding it necessary to increase octane 
levels to meet engine requirements. 
During 1976, Gulf increased the octane 
level of its unleaded Gulfcrest gasoline 
by 1.2 Research Octane Numbers to 
92.2 RON. It is incumbent upon auto 
manufacturers to either produce an 
engine that can run efficiently at 91 
RON, as they pledged, or to develop 
an emission system compatible with 
low levels of lead. A costly octane race 
is not in the best interests of the con- 
sumer, nor is it compatible with the 
conservation ethic. 

In January 1977, Gulf signed a new 
two-year agreement with the Oil, 
Chemical and Atomic Workers Union 
covering 3,000 employees at four loca- 
tions. The contract, which set the 
industry pattern in negotiations, calls 
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for increases of approximately 18 per- 
cent in wages over the two years. 


International 


Demand for petroleum products over- 
seas increased, particularly in the first 
half of 1976, in tandem with an im- 
provement in the economies of most 
industrialized nations. However, the 
industry was still left with underutilized 
refining capacity which resulted in a 
weak price structure throughout the 
year. 

In Europe, Gulf’s refining and mar- 
keting operations ended 1976 in the 
black after incurring sizable losses in 
1975. In addition to the industrywide 
improvements in operating climate, 
the principal factors for Gulf’s turn- 
around were reduced inventories and 
an aggressive cost-reduction program 
that achieved substantial savings. 
Gulf’s refined product sales price 
increased to $16 per barrel in 1976 
from $15 per barrel in 1975. 

Gulf’s profit margins and those of 
the other international oil companies 
were squeezed in 1976 by pronounced 
currency fluctuations in many European 
countries. Gulf is paid principally in 
local currency for products refined 
from crude that must be paid for in 
U.S. dollars. Therefore, when the dollar 
strengthens or a foreign currency de- 
clines, revenues decrease until the 
governments allow offsetting price 
increases. 

Gulf’s limited availability of lower- 
priced OPEC crudes,under the new 
two-tier pricing system, will put the 
Company’s foreign refineries at a com- 
petitive disadvantage as long as that 
pricing structure exists. 

Nevertheless, Gulf intends to remain 
in the downstream business in Europe 
since it believes that business pros- 
pects should improve over the next 
5 to 10 years. 

Europe remains Gulf’s most im- 
portant overseas marketing area with 
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more than 4,000 retail outlets in nine 
countries. Marketing penetration 
ranges from 2.4 percent in England to 
nearly 12 percent in the Scandinavian 
countries. ‘ 

The four refineries Gulf operates 
in Europe realized a 69-percent capac- 
ity utilization last year, compared with 
61 percent in 1975 and a European 
average utilization of 65 percent in 
1976. 

Gasoline accounts for 20 percent 
of Gulf’s European product mix com- 
pared with 14 percent for the industry 
as a whole. This puts the Company 
ina good position to participate in an 
expected increase in gasoline demand 
in Europe in the future. In addition, 
Gulf is evaluating the feasibility of 
upgrading its refining capacity at 
Milford Haven, Wales, by installing a 
fluid catalytic cracker in partnership 
with another company to further its 
refinery output of lighter, more profit- 
able products. 

In Asia, where Gulf has joint ven- 
tures in Korea, Japan and Taiwan, 
downstream operations remained 
profitable and hold the potential for 
significant growth. Gulf is currently ex- 
ploring with the national petroleum 
company of Taiwan the possibility of 
expanding its lube oil manufacturing 
capacity. 

The economic outlook in Latin 
America improved during 1976 and 
the Company decided to retain its 
marketing operations in Guatemala 
and Panama. Also, the Company is 
considering improvements in its 
Puerto Rican refinery to upgrade 
product mix and increase on-island 
gasoline sales. 


CANADIAN OPERATIONS 


Gulf Canada’s earnings declined six 
percent to $166 million (Canadian) in 
1976, but in U.S. dollars, Gulf’s 68.3- 
percent share of this subsidiary’s 
earnings were essentially flat. 

As Canada’s second largest petro- 
leum company, Gulf Canada experi- 
enced its share of the industry’s prob- 
lems over the past year—declines in 
both crude and natural gas production, 
excess refining capacity and a resulting 
weak price structure in the eastern 
provinces, periodic price freezes by 
governments and the continued con- 
trol of overall product prices by the 
federal Anti-Inflation Board. 

The creation of a new national 
energy company, Petro-Canada, with 
authority to participate with industry 
in new frontier petroleum projects, 
also gives ground for concern. Never- 
theless, there were encouraging devel- 
opments. At the federal level, a na- 
tional energy strategy was introduced 
which recognizes the need for ex- 
panded exploration, improved prices 
and further energy conservation. Also 
an acceptable progressive royalty levy 
was included in regulations governing 
development of frontier lands. In many 
provinces, improvements were made 
in pricing, royalty and incentive plans 
that should stimulate development of 
oil and gas production in future years. 

Gulf Canada plans to balance its 
exploration and development efforts 
between the near-term potential of the 
western provinces and the long-term 
potential of Canada’s frontiers. But 
frontier activities will depend heavily 
upon government regulations that pro- 
vide necessary economic incentives. 

Within these parameters, Gulf 
Canada made significant advances in 
developing oil and gas reserves and 
alternate energy sources. In 1976, total 
capital and exploration expenditures 
were $323 million (Canadian), an 
increase of 47 percent over 1975. 
Such spending is expected to grow to 
$483 million in 1977 with some $97 
million allocated to exploration 
activities. 


Exploration and Production 
During 1976, daily net production of 
crude oil and condensate averaged 
71,000 barrels, a decrease of 11 per- 
cent from 1975, largely reflecting gov- 
ernment restrictions on exports to the 
U.S. Under government regulations, the 
wellhead price for crude oil increased 
$1.05 a barrel to $9.05 a barrel in July. 
A substantial portion of this is paid 
to governments in royalties and taxes. 
Daily net natural gas production 


averaged 323 million cubic feet, down 
from 369 million cubic feet per day in 


1975. However, natural gas realizations 


improved substantially in line with 
government policy to equate gas and 
oil prices based on their heating value. 
More than half of Gulf Canada’s 
exploration spending in 1976 occurred 
in Western Canada. Fourteen dis- 
coveries were made in Alberta where 
Gulf Canada was especially active in 


the Beaverhill Lake Reef oil and gas 
area at Pass Creek. In British Colum- 
bia, an active seismic program defined 
a number of locations for drilling in 
197 fs 

In the Mackenzie Delta of the far 
Northwest, where Gulf Canada holds 
a 75-percent interest in the Parsons 
Lake gas field, five new wells were 
added in 1976 to bring the total to 11 
with flow rates from 9 to 35 million 
cubic feet per day. Also, a light oil 
discovery, Gulf Canada’s first in the 
Arctic, flowed at rates of up to 2,800 
barrels per day. Three wells were 
under way at year-end which will fur- 
ther delineate the gas reserves and 
help test the significance of the oil 
discovery. 

Since reserves in the Parsons 
field are now estimated at 1.4 trillion 
cubic feet, there is ample support for 
the gas processing plant Gulf Canada 


is proposing to build with its 25-percent 
partner, Mobil Canada. Estimated 
reserves in the Delta, combined with 
the recoverable Alaskan reserves, 
are sufficient to justify the construc- 
tion of the Arctic Gas Pipeline to carry 
gas to the U.S. and Southern Canada. 
Gulf Canada supports this line as the 
most efficient and lowest-cost method 
of bringing these vital new resources 
to market. 


“There certainly are more agreeable 
places to search for oil and gas than 
the Canadian Arctic. The cold, the 
remoteness and the environmental 
protection measures make it incred- 
ibly expensive. A well on land in the 
Mackenzie Delta costs nearly $4 
million. Last year Gulf Canada and its 
partners spent some $40 million to 
drill the first well from a drillship in the 
Beaufort Sea. But if the Arctic Gas 
Pipeline is approved, we can begin 
delivering much-needed gas by 1982. 
There’s still much to do: more wells to 
drill and a gathering system and plant 
to build at a total cost of over $400 mil- 
lion. It’s clearly the biggest challenge 
I’ve ever been a part of. But we have 
the people with the knowledge and the 
will to get the job done.” 


—John Hnatiuk, manager of frontier develop- 
ment for Gulf Canada, is chairman of the 
31-member company Arctic Petroleum Opera- 
tors’ Association, which is developing the tech- 
nology to tap Arctic reserves on an environ- 
mentally acceptable basis. John is one of 
Gulf Canada’s 11,100 dedicated employees. 


In the Arctic’s Beaufort Sea, Gulf 
Canada and Gulf Oil, through a 50-50 
joint venture, have a one-third interest 
in the first wildcat drilled in this hostile 
environment. The well reached 10,000 
feet before drilling was suspended; 
further exploration is planned for 1977. 
Late in 1976, Gulf Canada became a 25- 
percent partner in the largest joint ex- 
ploration venture to be conducted in 
the Arctic Islands. Gulf Canada will par- 
ticipate in an $80-million exploratory 
program over the next four to six years 
and will earn a nine-percent interest 
in 33 million acres. 

Off the East Coast of Labrador, 
where Gulf and Gulf Canada share a 
strong position in 28 million acres, two 
drill ships and a semi-submersible rig 
tested five locations during the July- 
October drilling season. Only one well 
tested gas; the remainder were either 
suspended or abandoned. 
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The Orange Disc signals service at Canmore, 
Alberta, between Calgary and Banff. 


Gulf Canada participated in the in- 
dustry’s first test well off the West 
Coast of Greenland during 1976. Al- 
though it did not encounter hydro- 
carbons, further drilling is planned, 
probably in 1978. The Company has 
nearly a one-third interest in 1.3 million 
acres in this iceberg-infested area. 


Tar Sands and Heavy Oil 

The Syncrude project, a joint industry- 
government effort to tap the Athabasca 
tar sands of Alberta, reached 60 per- 
cent of completion during 1976. Gulf 
Canada has a 16.75-percent interest in 
this $2-billion project. Four 85-cubic- 
yard draglines are under field construc- 
tion and two will be in operation when 
the mine is opened in mid-1977. Initial 
production of 30,000 barrels per day 

of synthetic crude oil is slated for mid- 
1978, and this is expected to rise to 
100,000 barrels per day in the early 
1980s and to full production of 125,000 
barrels per day by 1985. 

Gulf Canada also has interests in 
the heavy oil deposits of Northern 
Alberta where two pilot projects in- 
volving in situ recovery methods are 
under way. During 1977, the Company 


plans to step up its spending on these 
projects. 


Refining and Marketing 


Regional imbalances in the supply and 
demand for refined products severely 
depressed the profit contribution from 
Gulf Canada’s refining and marketing 
operations in 1976. The Company’s 
refineries ranged from 57-percent 
capacity utilization at Point Tupper in 
Nova Scotia to 100 percent of capacity 
at the two smaller refineries in British 
Columbia. 

To grow and prosper in Canada’s 
confused marketing environment, Gulf 
Canada seeks to concentrate its manu- 
facturing and marketing skills on 
selected products in which it has an 
advantage. Lubricating oils and 
greases, which are now imported into 
Canada in large quantities, are such 
areas. The Company’s sales of these 
products increased 12 percent during 
1976. 

A $180-million expansion of lubricat- 
ing oil facilities at the Clarkson, 
Ontario, refinery will quadruple 
lubricating oil capacity to two million 
barrels per year by late 1978 enabling 


Gulf to meet most of Canada’s short- 
fall of this important and profitable 
product. 

Early in 1976, Gulf Canada intro- 
duced a new low-cost design, medium- 
volume, self-serve station and by 
year-end had 32 such outlets in service 
or under construction. Coupled with 
the closing of marginal, low-volume 
stations, Gulf Canada had 3,900 
stations at the end of 1976, compared 
with 4,400 a year earlier. While the 
Company seeks to adapt its marketing 
outlets to meet the changing prefer- 
ences of its customers, the majority of 
stations continue to be full-service, 
dealer-operated outlets. 


Transportation 

The Gulf Gatineau, the first of two 
68,000-barrel, ice-strengthened tankers 
for product service in the Great Lakes 
and along the East Coast, was chris- 
tened in July and is in service. Its 
sister ship, the Gulf Mackenzie, was 
christened in December and entered 
service in early 1977. The two $10- 
million ships will lessen Gulf Canada’s 
dependence on costly charters for 
product shipments. 


CHEMICALS 


Gulf’s chemical operations, conducted 
primarily by Gulf Oil Chemicals Com- 
pany, earned $148 million in 1976, an 
increase of 76 percent over 1975, and 
worldwide chemical sales passed the 
$1-billion mark for the first time. 

To put this performance in perspec- 
tive, Gulf first entered the chemical 
business in 1953 and as recently as 
1972 the Company’s chemical sales 
amounted to only $363 million and the 
business operated at a loss. 
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Despite the economic pause noted 
in most industrialized countries in the 
latter half, 1976 was essentially a 
strong year for chemical manufac- 
turers. European operations improved 
significantly and accounted for nearly 
half of the growth in Gulf’s chemical 
earnings. U.S. earnings benefited by 
investment tax credits of $40 million. 

Gulf is embarked on a major expan- 
sion program involving capital expendi- 
tures of $150 million in 1976 and $212 
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million in 1975. Over the next five years, 
the Company expects to spend an 
additional $1.2 billion to expand and 
extend its current petrochemicals and 
plastics businesses, to selectively up- 
grade its product mix and to broaden 
its product and customer base by 
adding more proprietary, but less 
hydrocarbon-dependent chemical 
products. 

This program plus Gulf’s assured 
feedstock availability, places the 
Company in an excellent position to 
participate in the expected long-term 
growth of the chemical industry. As 
the economies of the industrialized 
world grow, as new markets open in 
the developing countries and as plas- 
tics continue to replace traditional 
materials such as wood, glass and 
steel, chemical demand is expected 
to exceed real economic growth by as 
much as 50 percent. 

Approximately two-thirds of Gulf’s 
chemical revenues is derived from 
petrochemicals—ethylene, propylene, 
benzene, cyclohexane and styrene. 
These are large volume, commodity- 
type chemicals sold to major cus- 
tomers that flow into such essential 
end-use markets as paints, antifreeze, 
synthetic fibers, toiletries and build- 
ing materials. Plastics, principally 
high- and low-density polyethylene 


used for packaging, pipe and house- 
wares, accounted for about 18 per- 
cent of chemical revenues. The re- 
maining revenues came from a variety 
of specialty chemicals including crop- 
protection products, explosives, carbon 
products and adhesives. 


United States Operations 


The U.S. is Gulf’s most important 
market accounting for 63 percent of 
1976 chemical sales and profits. The 
continuing importance of this market 
is underscored by the major construc- 
tion projects completed during 1976 
or which will come on stream in 
coming years. 

The Company is bringing on line at 
Cedar Bayou, Texas, an olefins plant 
which adds 1.2 billion pounds of an- 
nual ethylene capacity to the Gulf 
system. This, with in-place capacity 
from three other U.S. plants gives 
Gulf just under three billion pounds 
of annual capacity, or about 10 per- 
cent of the industry total. 

The Company uses about half of its 
ethylene internally in the production 
of plastics and alpha olefins. The rest 
is sold to other manufacturers as the 
raw material for polyethylene, vinyl 
chloride, vinyl acetate, tetraethy! lead 
and a variety of other products. The 
new capacity assures Gulf’s self- 
sufficiency in this important chemicals 
building block. 

The new facility also adds about 
800 million pounds of annual capacity 
for other olefins, primarily polymer- 
grade propylene for plastics manu- 
facture, and makes Gulf one of the 
largest aromatic producers in the 
country. With the Cedar Bayou addition 
and an approved project at Port Arthur, 
Texas, Gulf’s total U.S. capacity in 
benzene will reach about 200 million 
gallons annually in 1979. 

The Company uses most of its ben- 
zene production internally and is the 
world’s largest single benzene con- 
sumer, upgrading the product for sale 
as cumene, cyclohexane or styrene 
monomer. Cyclohexane and cumene 
are primarily used as raw material for 
nylon fibers and phenol, while styrene 
monomer is a base material for many 
plastics and synthetic rubber. Gulf is 
the world’s largest merchant producer 
of cumene with production capacity 
of 830 million pounds annually. U.S. 
production capacity also includes 500 
million pounds of styrene monomer 
and 33 million gallons of cyclohexane. 
A program to expand capacity for these 
aromatic derivatives was launched in 
1976. 

A low-density polyethylene plastics 
plant was brought on stream at Cedar 
Bayou late in the year. Its output of 
285 million pounds a year brings the 
Company’s total LDPE capacity to 850 
million pounds annually. This amounts 


to about 12 percent of the nation’s 
LDPE capacity and makes Gulf the 
third largest producer in the U.S. 

Expansion of a high-density poly- 
ethylene plant at Orange, Texas, was 
begun in 1976. When the facility comes 
on stream in the first quarter of 1978, 
it will add 240 million pounds to annual 
capacity bringing the total to 455 
million pounds. 

Construction also began during 1976 
on alarge polypropylene plant at Cedar 
Bayou, marking Gulf’s entry into this 
important, fast-growing plastic. The 
plant will have a capacity of 400 million 
pounds a year and will be completed 
in mid-1978. 

Gulf is among the largest explosives 
producers in the U.S. In order to 
increase self-sufficiency in nitrogen, 
which is used in the manufacture of 
explosives, the Company obtained a 
25-percent partnership interest in 1976 
in the newly formed Oklahoma Nitrogen 
Company, with facilities under con- 
struction at Woodward, Oklahoma. 


Canadian Operations 


The chemical operations of Gulf 
Canada accounted for 12 percent of 
total chemical sales in 1976. This rep- 
resented a modest improvement over 
1975’s performance, reflecting in- 
creased production and sales of olefins 
from the Varennes, Quebec, plant 
which was expanded in 1975. 


Overseas Operations 


Gulf’s overseas operations contributed 
strongly to the overall chemical 
performance in 1976, accounting for 
25 percent of sales and 32 percent 

of profits. European operations re- 
corded particular improvement as 


“This new ethylene plant has three 


times the capacity of our original unit 
and uses a liquid instead of a gas 
feedstock to yield more products. 
Many people don’t realize what goes 
into making the products they use 
every day—like plastics or synthetic 
rubber made from ethylene. Who 
knows what we’ll make from ethylene 
in the future? If people were to see 
this plant in action 1 know they 

would be just as excited as | am. 
Something new happens every day. 
Minor problems come up, and we 
solve them. Sure, ethylene is a 
versatile product, but what you 

really ought to see is how versatile 
our employees are.” 


—Charley Lenderman, operations supervisor, 


at Gulf’s largest and newest chemical plant at 
Cedar Bayou, Texas, is one of 2,200 men and 
women contributing to the growth of Gulf’s U.S. 
chemical operations. 


economic activity advanced from 
1975’s recessionary level. 

While European demand showed 
signs of weakness at year-end Gulf 
continues to view the Continent as a 
promising area of growth. Efforts to 
extend the Company’s polyolefin and 
plastics capabilities in Europe will 
receive attention during 1977. 

During December, Gulf joined local 
interests to become a 35-percent par- 
ticipant in the newly formed Asia 
Polymer Corporation, which will manu- 
facture low-density polyethylene in 
Taiwan. 
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SUEDE GAS IT 


sé 


—Ev Santamarina, general manager of crude sales and acquisitions, opened Gulf’s 
Middle East office in Bahrain in 1976 and is one of 2,300 employees Involved 
in trading and transportation activities outside the U.S. 


TRADING & TRANSPORTATION 


With reduced equity crude from such 
traditional concessionary areas as 
Kuwait, Iran, Venezuela and Nigeria, 
Gulf Trading & Transportation Com- 
pany has increasingly adopted a trad- 
ing posture—buying, selling and 
exchanging crude oil—primarily to 
meet the Company’s specific refinery 
requirements. 

During 1976, Gulf handled almost 


A Jittle over a year ago, we launched 

a drive to acquire crude oil from pro- 
ducing countries where Gulf had never 
operated before. We did so in part be- 
Cause our production in Kuwait and 
Venezuela had been nationalized. But, 
we diversified for another reason as 
well-——to ensure the availability of new 
crude grades that are needed by the 
Gulf system. Today, our crude port- 
folio consists of 43 different grades 
from 20 foreign countries, compared 
with eight grades from six countries 
prior to 1973. There are some who say 
that the international oil company has 
no future in today’s world. I’m not one 
of them.” 


two million barrels of foreign crude a 
day, with 36 percent, or about 700,000 
barrels a day, coming from countries in 
which the Company has never held 
production rights. 

Some 40 percent of Gulf’s worldwide 
refinery runs were met last year with 
crudes purchased from nontraditional 
sources, and sales of the Company’s 
heavier, high-sulfur Middle East crudes 
were aided by packaging them with 
lighter acquired crudes. This trading 
ability was further tested in the first 
quarter of 1977 as Gulf and the world 
crude market attempted to adjust to 
the unsettling two-tier price structure 
resulting from disagreements among 
OPEG: 

New markets for crude sales were 
developed in the U.S. and Europe 
during the year, and in January 1977, 
Gulf opened an office in Vienna to 
develop new trading opportunities 
in Eastern Europe. 

During 1976, the Company joined the 
Sharjah National Oil Company in open- 
ing a lubricants blending plant in that 
Middle Eastern country. Lubricants dis- 
tributors were acquired in seven addi- 
tional countries, mostly in the develop- 
ing world. A major sales effort also was 
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pursued in the competitive aviation 
fuels and marine bunker markets. New 
jet fueling facilities were added at the 
Zurich and Copenhagen airports. 

The world tanker market continued 
to be severely depressed over the past 
year with about 25 percent of the world 
fleet in surplus. By slow steaming, 
however, Gulf was able to keep its fleet 
essentially in balance throughout the 


year with no major changes in total 
tonnage. Its foreign flag fleet consisted 
of 62 owned or long-term chartered 
tankers representing a total of 7.8 mil- 
lion deadweight tons. Its U.S. flag fleet 
was composed of 14 vessels totaling 
407,000 deadweight tons. In all, Gulf’s 
fleet consisted of 76 tankers totaling 
8.2 million deadweight tons, or more 
than three percent of the world fleet. 

During the year, the Company put 
into service a 230,000-deadweight-ton 
tanker, the last foreign flag vessel 
from its 1969 building program. Two 
90,000-deadweight-ton vessels were 
acquired in December 1976 and Janu- 
ary 1977 to service Gulf refineries in the 
U.S. A 286,000-deadweight-ton charter 
expired and six obsolete vessels in the 
18,000- to 45,000-deadweight-ton 
class were sold. In 1977, Gulf will take 
delivery of two U.S. flag vessels of 
265,000 deadweight tons each. 

Gulf’s foreign flag owned and 
controlled fleet carried 339 billion 
loaded ton miles of crude oil during 
1976. This equaled 95 percent of the 
Company’s foreign marine transporta- 
tion requirements; the remainder was 
handled by spot charters. 

As part of its ongoing program of 


tanker and terminal safety, Gulf 
completed in 1976 a highly acclaimed 
series of seminars—called “Bad Day 
at Bunker Point’’—designed to sensi- 
tize and educate terminal managers 
and ship officers to the seriousness of 
oil pollution. Some 700 people have 
participated in these programs since 
they were initiated in 1975. During the 
past year, Gulf began developing a 
multilanguage, video-taped training 
program to enhance the safety aware- 
ness of its tanker crews throughout the 
world. On January 26, 1977, Gulf 
launched the Bay Skimmer, the largest 
oil-recovery vessel ever built in the 
U.S. It will be delivered later this year 
to the Company’s terminal in Bantry 
Bay, Ireland, where it will be available 
in the event of an emergency. 

As part of its marine diversification 
program, Gulf became a 75-percent 
partner in the American Heavy Lift 
Shipping Company, formed last 
November. This company will build 
two U.S. flag vessels of 3,000 tons 
each. Capable of handling single-cargo 
pieces weighing up to 1,000 tons each, 
these will be the first such vessels to 
fly the U.S. flag. 


Tankers Owned, Leased and 
Long-Term Chartered 


1976 1975 
Number of Tankers 
Up to 50,000 Dead- ; 
weight Tons...... 33 39 
50,001 to 130,000 - 
DW ila ans sae ieee 25 21 
130,001 to 250,000 
DWieiee ce erarer 4 om 
Over 250,000 DWT.. 14 15 
76 = 78 
Thousands of Dead- 
weight Tons ; 
Owned and Leased. 4,783 4,655 
Long-Term 
Chartered ....... 3,385 3,487 
8,168 8,142 


MINERALS 


While Gulf Mineral Resources Com- 
pany increased production of both coal 
and uranium in 1976, the Company’s 
principal thrust was toward developing 
its extensive North American reserves 
to support substantially higher levels of 
production in the future. As a result, 
minerals losses narrowed considerably 
to $5 million from $26 million in 1975, 
and spending for coal, uranium and 

oil shale exploration and development 
projects grew to $91 million from $80 
million a year earlier. 

Inherently long lead times and 
tremendous investments are required 
to bring these alternate energy sources 
into production. Nevertheless, such 
efforts must be undertaken if the na- 
tion’s energy needs are to be met in 
coming decades when the pressure on 
hydrocarbon fuel supplies will be most 
severe. Over the next five years, Gulf 
will be spending some $650 million to 
double its coal production to 16 million 
tons a year and to complete the largest 
and deepest uranium mine in the U.S. 

Although governmental restrictions 
and environmental demands continue 
to inhibit the growth of coal and 
nuclear energy, 1976 brought some 
encouraging signs of public aware- 
ness and support. For instance, when 
the issue of delaying nuclear power 
plant construction was placed before 
the voters in referendums in seven 
states last year, the proposals were 
soundly defeated. 


Coal 


Coal production increased eight per- 
cent to 7.9 million tons in 1976. Operat- 
ing profits of The Pittsburg & Midway 
Coal Mining Co. improved by approxi- 
mately 25 percent, despite a softening 
in coal prices. 

Pittsburg & Midway has bituminous 
coal production in Kentucky, Kansas, 
Missouri, Colorado and New Mexico. 
Some 80 percent of this coal comes 
from surface mines and is sold to 
electric utilities in nine states. 

Most of the increase in 1976 coal 
production came from the McKinley 
Mine in New Mexico where a $100- 
million expansion program is under 
way. The first of four 55-cubic-yard 
draglines, capable of removing 82 tons 
of overburden in each bucket load, 
went into service in 1976. Another 
dragline, being assembled at the mine 
site, will be put in service in 1977. 
When all four units are in operation 
and the expansion is completed in 
1979, McKinley’s annual capacity will 
be increased to five million tons from 
its present one million tons. 


Extensive handling, trainloading and 
support facilities were also installed 
last year which enable the McKinley 
complex to load a 100-car train in 
about three hours. 

In Western Kentucky, Gulf has two 
mines in various stages of planning 
and construction. These are scheduled 
to come on stream in 1978 and 1979 to 
replace existing mines now in their 
final production stages. 

Late in 1976, Pittsburg & Midway 
acquired a large acreage position in 
Western Pennsylvania where the Pitts- 
burgh seam has been mined success- 
fully for years. This gives Gulf an op- 
portunity to expand marketing into an 
area of traditionally heavy coal use. 

The Company expects to bring a 
major holding in the Powder River 
Basin of Wyoming into production in 
the early 1980s with ultimate capacity 
reaching 10 million tons per year. 

Gulf is an industry leader in land 
reclamation, and in 1976 spent $4.7 
million compared with $3.3 million in 
1975 to reclaim its surface-mined lands 
and to develop more efficient recla- 
mation techniques. The Company 
is working with the U.S. Bureau of 
Mines to develop innovative reclama- 
tion technology, which will be made 
available to the rest of industry. 
Progress was also made during 1976 
in developing new methods of reseed- 
ing reclaimed land and in developing 
the best types of grazing grass for 
various soils. 


Uranium 

Full production was achieved during 
the third quarter of 1976 at the Rabbit 
Lake uranium mine and mill complex in 
Saskatchewan, Canada. Gulf’s share of 
production last year was 1.9 million 
pounds of yellowcake compared with 
an output of 370,000 pounds in 1975. 
Gulf’s share of production should 
increase to 2.3 million pounds in 1977. 
The majority of the Rabbit Lake 
reserves has been committed for sale, 
mostly to European utilities. 

Development work at the Mt. Taylor, 
New Mexico, uranium mine continued 
with the service and production shafts 
reaching 1,300 feet and 900 feet, re- 
spectively. Although some techno- 
logical problems were encountered as 
the shafts penetrated underground 
water tables, these appear to have 
been resolved and the target depth 
of 3,500 feet should be reached by 
1979. When in full production, Mt. 
Taylor is expected to be the largest 
and deepest uranium mine in the U.S. 
with estimated reserves exceeding 100 
million pounds. These reserves will not 
be committed for sale until production 
parameters have been established. 
Total investment in this project when 
completed in the early 1980s is ex- 
pected to be about $400 million. 

Gulf’s first U.S. uranium production 
will come from the small, shallow 
Mariano Mine in New Mexico where 
shaft sinking began last year and 
production is scheduled to begin late 


“I’ve worked for Pittsburg & Midway 
for 30 years—started as a mainte- 
nance man. Bringing this new mine 
on stream was what I’ve been working 
toward all my life. You learn all you 
can, and when the time comes, you’re 
ready. We’re on Navajo lands here 
and our goal is to have 70 percent 
Navajo employees. In the beginning, 
they weren’t familiar with our equip- 
ment, but that’s changed. At first, we 
hoped to load a 100-ton railroad car 
every two minutes. We’re already 
down to one minute and 40 seconds. 
We’re going to have to go even faster 
to meet production goals, and we'll do 
it, too.” 


—Paul Bowman, plant foreman, was project 
coordinator in developing Gulf’s largest coal 
mine, the McKinley Mine in New Mexico. There 
are 1,600 employees like Paul in Gulf’s U.S. 
minerals activity. 
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in 1977. Most of the 3.5 million pounds 
of yellowcake reserves from this mine 
have been committed to a U.S. utility. 

Gulf has a majority interest in a third 
ore deposit in New Mexico at West 
Largo where preliminary engineering 
and design work are under way. Pro- 
duction is expected in the early 1980s. 

Uranium exploration activities are 
continuing both in the U.S. and in 
Canada with the Company expecting 
to spend from $15 to $20 million per 
year over the next five years for 
uranium exploration and acquisition 
of properties. 


Oil Shale 

Through 1976, Gulf had spent more 
than $78 million in lease bonus pay- 
ments and development costs on the 


Colorado oil shale tract it jointly owns 
with Standard Oil Company (Indiana). 
Unresolved issues involving economic, 
conservation and environmental prob- 
lems led a number of holders of federal 
oil shale leases, including Gulf, to 
request a suspension of activities in 
1976. The U.S. Department of the Inte- 
rior granted the Company a one-year 
lease suspension, beginning Septem- 
ber 1. However, the decision is being 
challenged in the courts by various 
environmental groups. Gulf is seeking 
federal participation in a demonstra- 
tion project and is investigating alter- 
natives that might make oil shale 
extraction economical. 


Synthetic Fuels 
The government-financed Solvent Re- 


fined Coal pilot plant at Fort Lewis, 
Washington, has produced 3,000 tons 
of an environmentally acceptable low- 
sulfur solid fuel which will be combus- 
tion tested at a commercial power plant 
in 1977. An advanced SRC process 

to produce a low-sulfur liquid fuel also 
will be tested at the Fort Lewis plant 

in 1977. 

Gulf is seeking additional govern- 
mental support to build a 6,000-ton- 
per-day demonstration plant. Prelimi- 
nary designs have been completed for 
such a plant which could be built for 
$400 million at today’s costs. 


OTHER ACTIVITIES 


Research and Environmental Concerns 


Gulf Science & Technology Company, 
as Gulf’s principal research arm, made 
substantial progress along several 
technological fronts in 1976, and was 
assigned the additional responsibility 
for overall coordination and technical 
support of the Company’s pollution 
control efforts. 

Gulf’s worldwide expenditures to 
comply with environmental regulations 
have doubled in the past three years, 
reaching $195 million in 1976. Nearly 
one-third of these expenditures was 
for new equipment while the remainder 
was the cost of operating and main- 
taining existing pollution control facili- 
ties. Almost half of the total was spent 
at refinery locations, with expenditures 
for water pollution control exceed- 
ing those for reducing air pollution. 
These costs are expected to increase 
significantly as anticipated legislative 
and regulatory changes go into effect. 

Coordinating the pollution control 
activities of all the operating elements 
allows Gulf to use the most cost-effec- 
tive technology wherever it is needed; 
to anticipate future pollution control 
requirements; and to adopt knowledge- 
able environmental positions before 
regulatory bodies that strike a balance 
between environmental technology 
and public concern. 

Among the technical support proj- 
ects being developed for various Gulf 
facilities are programs to more accu- 
rately monitor air contaminants; cost- 
effective treatment methods to control 
water pollution; and programs to 
determine allowable sulfur concentra- 
tions in liquid fuels which are replacing 
natural gas in many industrial boilers 
and process heaters. 
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In support of the Company’s explo- 
ration efforts, Gulf last year began in- 
stallation of an elaborate computer 
processor to use data from the govern- 
ment’s program of satellite earth photo- 
graphs (LANDSAT) to help identify 
potential hydrocarbon-bearing 
geological formations. 

Another important computer science 
program developed in 1976 was the 
Gulf Energy & Minerals Data Bank. 

A proprietary set of computer programs 
converts exploration data into maps 
and profiles that may portray indica- 
tions of oil or gas in subsurface 
structures. Gulf uses this information 

in such competitive situations as lease 
sales and land acquisitions. 

Gulf expanded its offshore technol- 
ogy consultation group last year to 
help the Company overcome drilling 
and production problems in hostile 
frontier areas offshore North America. 

Research on enhanced recovery 
techniques to extract more oil from 
existing wells also received increased 
attention in 1976. A system to recover 
energy normally wasted in certain 
tertiary recovery processes was SUC- 
cessfully tested last year, and may 
have potential in the in situ extraction 
of oil from oil shale, coal and tar sands. 

Gulf established a Technology- 
Government Coordination function 
in 1976 to develop joint industry/ 
government research and develop- 
ment projects which relate to antici- 
pated changes in the Company’s busi- 
ness, such as the search for alternate 
energy sources. Gulf now has four 
active R&D contracts with the govern- 
ment that include producing liquid 
fuels from coal, energy conservation 
and environmental programs. 


General Atomic Company 


General Atomic Company, Gulf’s joint 
venture with Royal Dutch/Shell, elimi- 
nated its last outstanding commit- 
ments for new High Temperature Gas- 
cooled Reactors (HTGR) in January 
1976. Efforts for the past year focused 
on the HTGR prototype at Fort St. 
Vrain and an HTGR commercialization 
study jointly financed by General 
Atomic and the government. Gulf’s 
nuclear losses of $11 million compared 
with $14 million in 1975. 

Gulf intends to continue the develop- 
ment of gas-cooled reactor technology, 
including a fast breeder reactor, and 
development of solar and fusion tech- 
nology to the extent that these pro- 
grams are supported by the govern- 
ment and the utility industry. Whether 
this support is forthcoming will depend 
largely on how soon the state of un- 
certainty that exists throughout the 
nuclear industry is clarified. 

On December 13, the Fort St. Vrain 
Nuclear Generating Station in Colo- 
rado produced power for the first time. 
Since then, General Atomic’s 330 
megawatt demonstration reactor has 
operated at up to 28 percent of 
capacity while tests and start-up con- 
tinue. Full commercial operation is 
expected in late 1977. 

No operating licenses have yet been 
issued for General Atomic’s joint 
venture in Allied-General Nuclear 
Services, alight water fuel reprocess- 
ing facility at Barnwell, South Carolina. 

General Atomic is both a buyer and 
seller of uranium. While the Company 
has contracted to purchase more than 
sufficient quantities to meet its sales 
commitments, it is involved in litigation 
with two suppliers who are seeking to 


avoid delivery of substantial con- 

tracted quantities of uranium. 
The status of General Atomic is 

discussed more fully on page 32. 


Real Estate Activities 


The real estate market made a come- 
back from the depression of 1974 and 
1975 enabling Gulf’s real estate activi- 
ties to break even in 1976. During the 
year, Gulf also adopted a change in 
strategy to direct its expertise toward 
the professional management of 
Gulf’s real estate assets, including 
those that have become surplus to its 
operating requirements. 

Improvements were recorded in 
most of Gulf’s major projects last year. 
The exceptions were the new town of 
La Prairie outside Montreal, Canada, 
where a strike by construction workers 
throughout Quebec delayed comple- 
tion of the first model homes and 
Florida Center where the Company’s 
operations are being phased down. 

During 1976, an office for the Kuwait 
Gulf Real Estate Company was opened 
as the first step in a joint venture with 
the government of Kuwait to pursue 
real estate opportunities throughout 
the Middle East. 

These ventures, as well as the 
Company’s projects at Reston, Vir- 
ginia; Ocean Village at Ft. Pierce, 
Florida, and the chain of recreational 
vehicle parks operated by Venture Out 
In America, Inc. will be continued. 
However, no new projects of this 
nature are contemplated as the Com- 
pany’s management skills are focused 
more closely on Gulf’s internal real 
estate requirements. For instance, 
Gulf’s real estate personnel helped 
locate a site for a new chemical 
laboratory in 1976 and undertook 
project management responsibilities 
for a new data center in Houston. 


Support Services 
Supporting Gulf’s worldwide oper- 
ations is a headquarters staff that pro- 
vides financial services, coordination, 
planning, evaluation and control under 
the leadership and motivation of the 
Company’s Chairman and President. 
Among the wide range of services 
available from headquarters are those 
that benefit individual employees and 
the communities in which they live. 
Gulf’s future growth and profitability 
depend in large measure on the devel- 
opment of capable managers who can 
respond to both current and future 


business opportunities and challenges. 


While this development occurs pri- 
marily through the planned assignment 
of promising employees to positions of 
increasing responsibility, it is supple- 
mented by the expanded use of formal 
training courses. 


One such source of internal man- 
agement training is Gulf Management 
Institute which completed its first full 
year in 1976 by offering to 400 Gulf 
managers nine different programs, 
ranging from several days to two 
weeks. An additional 67 managers took 
part in externally administered train- 
ing courses, such as those offered by 
the University Executive Development 
Programs. 

Gulf reaffirmed its long-standing 
commitment to Equal Employment Op- 
portunity in 1976 by establishing a new 
Affirmative Action/EEO Management 
and Support System to assist the oper- 
ating companies in meeting their goals 
of hiring and upgrading women and 
minorities. 

Gulf’s minority employment within 
the U.S. has risen to 13.8 percent in 
1976 from 8.4 percent in 1972 and 
female employment has grown to 17.9 
percent from 15.5 percent during the 
same period. 

During 1976, women accounted for 
34 percent of all new hires within the 
U.S. and received 24 percent of all 
promotions while minorities accounted 


Employees at Year-End 1976 


Petroleum 
Exploration & Production. 6,900 
Refining & Marketing .:.. 
Transportation & Trading. 3,300 


Ghemicalsterancccnctrrac ance 5,200 
Mirieralstigsenact:s ahcmtrenrs 2,000 
Techical aeouUpPOnten amie 7,000 

53,300 
UnitediStates eaniwase een 29,800 
Canadauscentee coche nen 11,100 
Other FOreignice. acheter 12,400 

53,300 


“Gulf receives income daily from the 


sale of products, while major ex- 
penses are paid monthly. The money 
not immediately needed for opera- 
tions comes to my office for temporary 
investment. Currently, about $1.4 
billion, or 10 percent of the Company’s 
assets, are managed out of this office. 
We must see that these funds are 
securely invested and easily conver- 
tible back into cash. At the same time, 
we want this money to work as hard 

as it can for Gulf. Last year our port- 
folio earned $88.6 million or about 

a seven-percent return. It gives me a 
great deal of satisfaction to see Gulf's 


money work, because that money translates into drilling leases, new 
plants, research projects, a coal mine, new jobs, and most importantly, 
more energy for the people of this country.” 

—Cliff Zimmerman is vice president and treasurer of Gulf Oil Securities in New York City, 


which manages the Company’s short-term investment portfolio. He is one of 3,500 Gulf 
people providing essential services in the U.S. 


for 24 percent of new hires and 17 per- 
cent of the promotions. 

Gulf, including the Gulf Oil Founda- 
tion, contributed $5.4 million for 
charitable and educational purposes 
during 1976. Approximately $3 million 
went to colleges and universities 
either as direct support or indirectly 
through scholarships to students. 
University studies of the energy 
problem received special support as 
did programs to help minorities. 

The remaining $2.4 million went to a 
variety of charitable and noncollege 
educational and scientific programs. 
The United Funds in plant localities 
received more than one-quarter of this 
while the rest went to support hos- 
pitals, cultural programs and other 
community services. Grants to promote 
understanding of the private enter- 
prise system among journalists, other 
opinion makers and high school stu- 
dents received increased emphasis 
during 1976 under both the educational 
and noneducational programs. 

The Gulf Employee Gift Matching 
Program was expanded in 1976 to 
include certain other charitable organ- 
izations as well as colleges and univer- 
sities. Through this program, the 
Company matches on a two-for-one 
basis contributions made by employ- 
ees, retired employees and directors. 
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FINANCIAL REVIEW 


Annual Earnings 


Earnings rose 16.6 percent during 1976 to $816 million, 
or $4.19 per share, representing the second highest 
earnings in the Company’s history. In 1975, earnings 
were $700 million, or $3.60 per share. The improvement 
reflected meaningful contributions to earnings by the 
Company’s worldwide refining, marketing and trans- 
portation operations which accounted for approxi- 
mately 20 percent of the $682 million in petroleum 
profits compared with breakeven operations in 1975. 
Chemical earnings rose to $148 million and contributed 
18 percent of the Company’s total earnings. Losses 
for the minerals, nuclear and real estate activities were 
substantially reduced. Geographic distribution of net 
income by major business segments is presented in 
Note 3 of Notes to Financial Statements. 

U.S. petroleum earnings declined to $365 million 
from $459 million in 1975. An almost doubling of 
the federal income tax burden and higher exploration 
costs were the principal reasons for the decline. Daily 
average production of crude oil and natural gas de- 
clined 6.4 percent and 12.6 percent, respectively, from 
the daily average rates in 1975. Increased exploration 
and wildcat drilling costs aimed at reversing the pro- 
duction declines largely offset higher allowable well- 
head prices. Refining and marketing operations bene- 
fited from strong demand throughout 1976 which re- 
sulted in the first increase in refined product sales in 
three years. A 31-percent increase in crude oil imports, 
to help meet this demand, and higher domestic crude 
costs were not fully recovered by higher realizations 
in refined products. However, the Company benefited 
from lower costs associated with the Government’s 
allocation and entitlements programs and from the 
elimination in 1976 of the Supplemental Import Fee. 

Canadian petroleum earnings of $102 million were 
essentially flat for the year. Profits from other foreign 
petroleum operations nearly doubled to $215 million 
for 1976 compared with $109 million for all of 1975 
reflecting higher refined products prices in Europe 
and some inventory liquidations. 

Crude oil production and purchases under long- 
term arrangements outside North America declined 
12.6 percent to 1.3 million barrels per day, reflecting 
the loss of Angolan production in the first three months 
of the year, as a result of that country’s civil war, and 
the Company’s first full year of operations under crude 
purchase agreements in Kuwait and Venezuela. 

Foreign currency translation resulted in a gain of 
$16 million in 1976 compared with an $11 million loss 
in 1975. 

Substantial increases in volumes of petrochemicals 
and plastics, as well as an improved marketing climate 
in the U.S. and Europe, were the principal factors 
responsible for the strong performance of chemical 
operations, where profits rose to $148 million from $84 
million in 1975. An increase in investment tax credits 
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of $38 million resulting from U.S. chemical plant ex- 
pansions also benefited U.S. earnings. 

The Company’s mineral losses narrowed to $5 million 
in 1976 from $26 million in 1975 reflecting an 8.2- 
percent increase in U.S. coal production to 7.9 million 
tons in 1976 and a full year’s production of uranium at 
Rabbit Lake, Saskatchewan. 

Total income taxes decreased by $620 million to 
$1,392 million in 1976 primarily due to the absence in 
1976 of foreign income taxes relating to the Company’s 
former equity production in Kuwait and Venezuela and 
the shutdown of operations in Angola during the first 
quarter of 1976. Beginning in 1976, the Company’s 
total cost of oil purchased from Venezuela and Kuwait 
is reflected as purchase costs whereas in previous 
years, part of the Company’s costs included income 
taxes paid on equity production. 


Quarterly Earnings 


Fourth-quarter 1976 earnings of $218 million, or $1.12 
per share, were 28.2 percent higher than the $170 
million, or 88 cents per share, for the 1975 period. 

U.S. petroleum earnings decreased to $69 million 
from $139 million a year earlier and were the lowest for 
any quarter in the year. Substantially higher explora- 
tion and wildcat drilling costs and increased tax provi- 
sions were the major contributing factors. 

Canadian petroleum earnings declined 33.3 percent 
to $22 million largely due to higher selling costs, lower 
crude production and the impact of the decline in the 
value of the Canadian dollar. 

Profits from other foreign petroleum operations of 
$102 million compared with a loss of $22 million in the 
1975 period. Major contributing factors were improved 
European refined product prices and some inventory 
liquidation in 1976; whereas the fourth quarter of 1975 
was depressed due to increased OPEC crude prices 
which were not immediately recovered in the market 
place. In addition, the Company realized a net gain of 
approximately $17 million between the two periods 
from nonrecurring items arising in countries in which 
the Company has been nationalized. 

Crude oil production and purchases under long-term 
arrangements outside North America increased 22.5 
percent to 1.5 million barrels per day as customers 
built inventories in anticipation of a price increase 
by OPEC. 

Foreign currency translation resulted in a loss of 
$7 million in the fourth quarter of 1976 compared with 
a $1-million gain in 1975. 

Chemical earnings were the same for both periods 
although the U.S. earnings benefited from higher in- 
vestment tax credits from plant expansions in 1976. 

Total income tax expense was $404 and $458 million 
for the 1976 and 1975 quarters which equate to effec- 
tive tax rates of 65 and 73 percent, respectively. 

A summary of the Company’s financial results by 
quarters is set forth in Note 24 on page 43. 


Capital Stock 


The Capital Stock of Gulf is listed on the New York, 
Midwest and Toronto stock exchanges. The major 
portion of trading occurs on the New York Stock Ex- 
change, where the high and low sales prices of eS 
Company’s stock are summarized below. 


Market Prices Per Share 
1976 1975 1974 1973 1972 


mel ooeraes ao eed $29% $23%2 $25%  $28% $30 
LOW Grete wceiaie te cons 20% 175% 16 20 22 
ClOSCRR ieee cone ss 28% 20% 17% 23% PE 
Shares Traded 
(Thousands) ...... 34,778 23,190 16,375 28,981 38,179 
Quarterly Stock Price Ranges and Dividends 
1976 1975 
High Low Div. High Low Div. 
Quarters 
Firsts: $25% $20% $.425 $22 $17% $.425 
Second .... 28% 23% 425 23% 18% .425 
‘hindi at 283%, 25% &#&«.425 232 195% 425 
FCW wenuc 29% 24% #&««.45 23 19% .425 


Based upon the fourth quarter 1976 dividend, the 
Company’s annual dividend rate is $1.80 per share. 

Total shareholders’ equity at December 31, 1976 
was $6.94 billion which represented 52 percent of 
total assets and 86 percent of total capitalization. 

The Company’s shareholders reside in all 50 states 
and in 85 foreign countries. As of December 31, 1976, 
Gulf common stock was held by 308,776 individuals 
and 47,992 institutional accounts, with individuals 
holding 68.9 million shares, or 35 percent of 194.8 
million shares outstanding. The average individual 
account held 223 shares at year-end representing an 
investment value of $6,439. More than 67 percent of the 
Company’s individual shareholders hold less than 200 
shares of stock and less than one percent own more 
than 5,000 shares. Some 26,319 employees are also 
shareholders, owning a total of 3.7 million shares. 
Retired employees own another 2.1 million shares. 
Together these groups control approximately three 
percent of total shares outstanding. Thousands of other 
individuals hold the Company’s stock in street name 
accounts at brokerage firms or have an indirect in- 
vestment through participation in Corporate, state 
and municipal pension plans, savings clubs, mutual 
funds and trusts managed by banks, insurance com- 
panies and other institutional holders. Charitable foun- 
dations, university endowment funds, religious bodies 
and hospitals also benefit from institutional ownership 
of the Company’s stock. 


Long-Term Debt 


Long-term debt amounted to $1.17 billion at Decem- 
ber 31, 1976 reflecting a reduction of $126 million from 
the balance at December 31, 1975. Obligations pay- 
able in foreign currencies represented 22 and 24 per- 
cent of long-term debt at the end of 1976 and 1975, 
respectively. Net debt retirements since 1972 were 
$773 million bringing the Company’s debt to total capi- 
talization ratio down to .14 from .27. 


Expenditures 

During 1976, the Company committed $2.1 billion and 
spent a record $1.74 billion on worldwide capital and 
exploration projects, which represented an increase of 
13% from 1975. Total expenditures by the Company for 
the expansion, improvement and replacement of prop- 
erties, business investments and exploration and dry 
hole expense were distributed as follows: 


% of Earnings 


Before 
Millions Exploration 
of Dollars Expense 


1976 ©1975 19761975 
Petroleum 
Exploration and Development 


UnitedeStatesiecess tere $ 732 $ 483 62% 48% 
Canada—tTar Sands ...... 99 66 8 6 
Canada—Other .......... 118 75 10 if 
Europe—North Sea ...... 74 51 6 5 
AftiCa Pome acc oct 36 71 3 TE 
ANS) ee soissusatchecersanieasiene bom: 20 30 2 3 
Eatin; America <0... scr 6 5 11 1 1 

MiddlesEasteerrce irae cere 3 ae tone eee 
i Rert-\iattereen G6 oot oO 1,087 787 8692 77 
Marketingitror sackets aera c 84 95 7 9 
Refining a. nicsesncrmetsents srsecn: 101 73 9 7 
ibransporiatl Onmacemreet eer 121 102 10 10 
Natural Gas Liquids ........ 38 27 3 3 
OTN OG aseeshetenetaens Ge loncrcucuiatote sl 28 61 2 6 
Total Petroleum........ 1,459 1,145 123 di2 
Chemicals vaste 150 22a eS 21 
Mineralsircettacsecrict teks eortees 91 80 8 8 
@) Way = ene man ees ics oad cidicrcuaenen oes 26 11 2 1 
Business Investments ......... 16 98 1 10 


$1,742 $1,546 147% 152% 


Working Capital 

During 1976, cash and marketable securities increased 
$152 million to $1.99 billion, an amount which repre- 
sented 170 percent of long-term debt. By contrast, five 
years ago cash and marketable securities of $638 mil- 
lion represented only 33 percent of long-term debt. 

The increase in cash and marketable securities and 
in noncash working capital resulted in a total increase 
in working capital of $253 million in 1976 compared to 
only $25 million in 1975. 

The significant increase in noncash working capital 
was primarily due to higher volumes of third-party 
foreign crude oil sales at increased prices and higher 
chemical inventory volumes. These effects were some- 
what offset by increased payables reflecting higher 
volumes and purchases from foreign oil producing 
countries, especially those countries in which the Com- 
pany did not have an equity interest during 1976. 

Working capital of $1.99 and $1.74 billion at Decem- 
ber 31, 1976 and 1975, respectively, represented ap- 
proximately 20 percent of employed capital at the end 
of those years. 
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Financial Ratios 


Short-term ratios: 


Cash and marketable securities to current liabilities . . 


Acid-test (a) 


Current assets to current liabilities -....-2.... 2... 
Current debt to long-term debt (including current portion) 


Capital and long-term ratios: 


Long-term debt to total capitalization (b) ............ 
Net properties to long-term debt .................. 
Interest. coverage (C) 2). a anes ee een 


Return on investment ratios: 
Income as a percent of average employed capital (d) 


Net income as a percent of average shareholders’ equity (e) .... 


Performance ratios: 


Net income as a percent of sales (e) (f) ............. 
Sales to total’assets (f) 32. tee ee 


oe 0h te he) <Seae 


Se: 6.0) 6 je! es Ol (ei 6 0) 0 @ 6) el mil a, SUielesnie) Lo: eliatnsie eel a si iR me iiemtenens®) 


Gmc ig serena 


Year Ended December 31 


1976 1975 1974 1973 1972 


47 49 43 44 43 


RA yes eag 3 1.17 1.12 1.14 1.32 1.49 


1.47 1.46 1.42 1.63 1-97 


Ee eeoer 11 14 tA 07 .09 
art Nay hres 14 abe, 19 .23 vate 
Do ateiies es 5.68 4.82 4.10 3.40 2.19 
Bs asic 8.49 m20 9.80 6.93 4.04 
spate cree 10.42 9:55 14.55 11.66 6.84 

12.18 11.16 18.65 15.24 8.56 
: sfera gcse 4.96 4.91 6.47 9.50 7.16 
PP bes Shecit 1.22 1.15 1.32 .84 .67 


Amounts used above which are not defined elsewhere in this report are represented by the following: 


( 
(b) Capitalization; total of long-term debt and shareholders’ equity 
( 
( 
( 
( 


d 
e) Net income; income before extraordinary items 
f 


a) Acid-test; cash, marketable securities and receivables to current liabilities 


c) Interest coverage; ratio of income before extraordinary items and interest expense to interest expense 
) Income; net income and minority interest and interest expense net of tax 


) Sales; sales and other operating revenues less consumer excise taxes 


Report of Independent Accountants 


rice 


600 GRANT STREET, PITTSBURGH, PENNSYLVANIA 15219 


aterhouse ‘& Co, 


To the Shareholders and Board of 
Directors of Gulf Oil Corporation 


In our opinion, based on our examinations and the 
report of other independent accountants mentioned be- 
low, the accompanying consolidated statement of finan- 
cial position, the related consolidated statements of in- 
come and retained earnings and of changes in financial 
position, and the supplemental schedules on pages 62 
and 63 present fairly the financial position of Gulf Oil 
Corporation and its subsidiaries at December 31, 1976 
and 1975 and the results of their operations and the 
changes in their financial position for the years then 
ended, in conformity with generally accepted account- 
ing principles consistently applied. Our examinations 
of these statements and supplemental schedules were 
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February 23, 1977 


made in accordance with generally accepted auditing 
standards and accordingly included such tests of the 
accounting records and such other auditing proce- 
dures as we considered necessary in the circum- 
stances. We did not examine the consolidated financial 
statements of Gulf Oil Canada Limited and its sub- 
sidiaries which constitute no more than 13 percent of 
total revenues in each of the two years ended Decem- 
ber 31, 1976 and 15 percent of total assets at Decem- 
ber 31, 1976 and December 31, 1975. Our opinion, 
insofar as it relates to the amounts included for these 
companies, is based solely upon the report of other 
independent accountants. 


W ft Eo is i Go 


Consolidated Statement of Income and Retained Earnings 


REVENUES 
Sales and other operating revenues (Note 3) 
Interest income 
Equity in earnings (losses) (Note 13) 
Other revenues 


DEDUCTIONS 
Purchased crude oil and products 
Operating expenses 
Selling, general and administrative expenses 
Taxes other than income taxes (Note 14) 
Depreciation, depletion, amortization and retirements (Note 9) 
Exploration and dry hole expenses (Note 8) 
Federal Energy Administration entitlements 
Interest on long-term financing 
Income applicable to minority interests 


INCOME BEFORE TAXES ON INCOME 


TAXES ON INCOME (Note 14) 


WHILC CMO LALCS mere ea cle ccc ters ated atone Sree tugs ler alny eelce loiiecclohe aa tients Gceue Chane ana sees ean 
OELGTE  eccrtya5 Ge SecGen a EU NRE Oma ae a ge aes SP fA ane ee Oe oc 
Be Ch, 5 oo <p wali: a's xg Sie eh way ee ge dieve ba As lakeceea epee me weceers 
RETAINED EARNINGS AT BEGINNING OF YEAR ...........---eeseeeeeeees 
ie CESARE ESIN ol oy Meso eo co) oso ae 7-9. 0 Stan Sw Cis) os a tee a ulls she aun pee 


RETAINED EARNINGS: AT END OF YEAR... .22 050.05 cas cane wesw nce oie 


PER—SHARE DATA 


INGtel ING OIC Mrmr tee ee rice wesc: oe cha aves Sraluneheta re clvorsild) ade tclobeltons cobentieb eres selene tele 


*1975 reclassified to conform to presentation adopted in 1976. 


The notes on pages 28 to 43 are an integral part of the financial statements. 


1 \8: ey, im] ervec te) 2a) Te) :e| Ya) cada ol Joie’ perp) eu elreners,. @! gia iei tele vette 
BeT8: OUiS 1B! el 611: @. 0: 9) e- "9; “@' ‘0: 6; (6) <6) (©) (0 6):4( 01 (6) 9° 4) 9110 10) (0'\0)-0) 01 /'0\.0 6; 19, 1) | 610: 0! 616) 0, 0) @)«) @ 61,0116) 16 


SP e! Je) Tere, \@) 19! (0) (h-6) (8) 10! @ <0 ¢) 0) \¢ .v\'e! 0 60, 01 6. .9) <6) 10.6) 018 6, 6) 0. 0 6) 6), © 8'6) 8 0\e) s\8).6 19) 7510) 0 (0, 0-016. 


ete jell wy mare 50) eels) le Yolneisl| ne: lee vel (eh | 0.110, 38 vet ee vel=a/ eiecter ch icalt@);(@ laine 
2 
ee 
Si fe; ‘ei @) ie) “8\ Je. fe\:e: 18 8,0; (A-(0,'@ Nelle Je: ‘et\es-e| (e010; 9. 19136; (ele! ew 
eC 
Cr 


Ce 


ee 


Millions of Dollars 
Year Ended December 31 


1975 


$15,838 
183 
(23) 
44* 
16,042 


7,306 
T2ou 

silehs 
2,214 
628 
317 
224 
114 
60 
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Consolidated Statement of Financial Position 


ASSETS 
Current assets 
Gash and marketable:securities (NOtG A) iy ericusnercsiemertereen tence ens n ns sienna arene rae 
Receivables (less allowance of $48 and $45 million) (Note 5) ...................000- 
Inventories (NOtE?7) . cae s .ccjac sa os ecclcyss 00h ly ate 6 et ten meD tale ete alee fe ie orm 
Prepaid expenses and other current assets (Note 17) ..................-. esse ee eee 
Total CUITENE ASSETS. ogo ee eee tele ots te Oe eae eas cn eran 
Properties (less accumulated depreciation of $5,843 and $5,650 million) (Note 9) ......... 
Investments in affiliated and associated companies (Note 13) .................0 eee eee 
Long-term receivables and other investments (less allowance 
of $60. and’ $58 million) (Note 6) ii ee ee eee ere eee 
Deferred Charges |. 2 accu en ois 8 aes or ene acetie re ieee eet elite oy eiinte atte Peet sete ameter became mene 
TOTAL. ASSETS... oi: civics cies o/s a0 sate ol wre ete eieyetcieianerar sgl etuive sie ote i Netat erell Reheat te aetna 
LIABILITIES 
Current liabilities 
Accounts payable is 2. cbc We ae foes ie doe austen pccotin or tantentet oh Wots Pea tara etre eal tie te eae oe 
Notes payable and current long-term debt (Note 11) .......... 0... cece eee eee eee 
Consumer. sales and excise taxes payable =o; sic s sues ce eee ee eee 
Accrued United States and foreign income taxes fo. .05- 2-0). reel )eiolere oie tenets 
Accrued rents and royalties’ .°..0% 2.225. "iae ie cereuieiene onstage ice eats relearn eer ee ee 
Liability to. nuclear partnership (Note 10) 25 sere sare oe ape eterna eet see renee 
Other current liabilities: (Note)15) foe. me erect cote reece rreire mer eree reins arta ae 
Total current liabilities: << 20 0.2 sine Eo win a oc erent pee ore ec 
Long-term. debt (Note 11) (sc. £ 2iiuie ec Pape aca wl e ke esl eee eee eee eta ee 
Deferred production payment proceeds (Note 12) 4, Sain eas one eee eee eee 
Deferred income taxes (Note:1 4) o. .2 stag ce ee ene ao omenetay fr Sterner eset er et 
Other: long-term liabilities <.'2% 25 fan han Face ogee eee Os ore Ieee ee rire ae 
Minority interests (NOte:20) o.0.% cos ax. cine a vas teewlle se cot ree a airs esta er 
TOTAL: LIABILITIES choco ih nn eee ean Oe ace wee ee eee 


SHAREHOLDERS’ EQUITY 


Capital stock—authorized 300,000,000 shares, without par value; 
issued 211,910,826 shares stated at 


Paid-invcapltal sisiiic crak batt as) nis id 6 qc ea & eb bye lees ele ee eee senate 
Retained earnings 


e018 @ Oe 07.6) “ee <0 (ei te) (6:10: 0: 10, 16:10) 10) 16 ,e,Je:.8) 9) BF ie (v 1e eel cel of ONO 6) 6 ese) ie) 


i 


Less 17,046,686 and 17,200,641 shares in treasury, at cost (Note 22) 
TOTAL SHAREHOLDERS’ EQUITY 


© .0/.9) foie) @) en eselfalveey eiieel sl -eliel ene 
i 


) 


The notes on pages 28 to 43 are an integral part of the financial statements. 


26 


Millions of Dollars 
December 31 


1976 


$ 1,989 
2,907 
1,242 

wees 31 
6,179 
6,632 

308 


288 
42 


$13,449 


883 

698 
5,800 
7,381 
439 
6,942 
$13,449 


1975 


Consolidated Statement of Changes in Financial Position 


FUNDS PROVIDED BY: 
INS TMNDG ORIC Mr meee ns AS CS a. yg 2. Soi, ohaiecumret ssh cul ia alan at cad gina 4 aA Ne ark Te tA et 
Income charges (credits) not affecting funds: 

Depreciation, depletion, amortization and retirements 
Mcomenapplcavie.tO.minority interesis.4.. 0. 6s. f605 4. bok te ie ee ee 
Undistributed (earnings) losses of affiliates and associates 
Deferred income taxes 
HRPEP oc spe: hay of SIRE eR neti Le ler ee weet eA Dn neat Pea NAD Mier yates vianeae, | 
BAO SmIROMOOCTAUONS tanta tina, aece's ote Soni ccs. tre eines ree eana eR an aces GENRE NSO apne Caen 
PROC GCOS mMOMESALCS: Ol, DIODOTTES secu sos 5 rare ese ee see Bite Gear Set edt I ene ee ee 
Reduction of investments and long-term receivables .............. 0. ccc cece cee eees 
New financing including production payment proceeds 


Ce 


FUNDS USED FOR: 
hOPeLHeSrandsbUSINESSVINVEStMEMtSanec wick sss Stee mcr cia awa czh cme eine a) anata sl eitueenn apes 
Reduction of long-term debt and production payments 
DUIVAGIETAVCIS cd bio) eric hctatrtta heer a Releiceg eae REINER eA Sate ete lie a an eee aU MacNee rca Me eae doen A Abie 
Nucteat partnership reclassification (Note 10) oo. nace ce 2s oi Snore eae 
OUST le Tamera meet nhac es ceva tee oe RAM eheslistes ay alote nace Meera ahve Scans oeavea ciara eae rail as aes Ae 


INGREASESINEWORKING GAPITA Les fines o55 oie ilore ae, oi shetgie ey 3a1e alelis Mone ss ailetiec are ver io ualennltels 


LESS INCREASE (DECREASE) IN NONCASH WORKING CAPITAL (Note 2)............. 


INGREASE IN CASH AND MARKETABLE SECURITIES... 2.0... 0e ete ee ee eee 


CASH AND MARKETABLE SECURITIES AT END OF YEAR (Note 4)........ ei Raveena soerats 


The notes on pages 28 to 43 are an integral part of the financial statements. 


Millions of Dollars 
Year Ended December 31 


1976 


$ 816 


1975 


$1,837 
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Notes to Financial Statements 


Note 1—Summary of Accounting Policies 


This summary of the major accounting policies of 
Gulf Oil Corporation and its consolidated subsidiaries 
is presented to assist the reader in evaluating the Com- 
pany’s financial statements. The accounting policies 
employed by the Company are in accordance with gen- 
erally accepted accounting principles. In those in- 
stances in which more than one generally accepted 
accounting principle can be applied, the Company has 
adopted and consistently applied in all material re- 
spects the accounting principle which it believes most 
accurately and fairly reflects its operating results. 


Exploration and Development Expenditures 

Oil and Gas 

In the petroleum industry the most significant ac- 
counting policy relates to the method of accounting 
for the exploration for and the development of oil and 
gas reserves. In this regard, the Company’s capitaliza- 
tion policy follows the ‘‘successful effort’? concept in 
that drilling and equipment costs are capitalized only 
on successful wells. All exploratory costs including 
successful geological and geophysical costs, annual 
delay rentals on undeveloped leases and all dry hole 
costs are charged to income as incurred. The costs of 
drilling discovery wells in remote frontier areas where 
future production is not reasonably assured are also 
charged to income as incurred. 


Minerals 


Exploration and development expenditures are 
charged to income as incurred until a project is deter- 
mined to be economically feasible. Subsequent to such 
determination expenditures are capitalized and amor- 
tized in accordance with the Company’s policy. 


Depreciation, Depletion, Amortization and Retirements 

Oil and Gas 

Provisions for depreciation, depletion and amortiza- 
tion of lease and well equipment, intangible drilling 
costs applicable to productive wells, and undeveloped 
and developed leasehold costs represent charges per 
unit of production based on the estimated proved and 
developed oil and gas reserves in each country. Unde- 
veloped leasehold costs in countries where production 
has not yet commenced are amortized on a straight-line 
basis over five years. 


Minerals 


Capitalized exploration and development expendi- 
tures are generally amortized when commercial pro- 
duction is obtained, except that the lease acquisition 
costs relative to oil shale are being amortized over the 
initial lease period of three years. Provisions for amor- 
tization follow the unit-of-production method except 
that coal is amortized on a straight-line basis over 
the estimated producing lives of the properties. 
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Other 

Provisions for depreciation and amortization of all 
other properties are generally determined on the group 
basis using the straight-line method based on esti- 
mated remaining economic useful lives of groups of 
related properties. Rates are revised when a change in 
life expectancy becomes apparent. 


Retirements, Maintenance and Repairs 

Properties retired or otherwise disposed of are elimi- 
nated from the property accounts and the amounts, 
after adjustment for salvage and dismantling expenses, 
are charged to accumulated depreciation or depletion. 
Only gains and losses on extraordinary retirements or 
retirements involving entire groups of properties are 
charged or credited to income. 

Maintenance and repairs are charged to income, and 
renewals and betterments which extend the economic 
life of the properties are capitalized. 


Principles of Consolidation 


The accounts of Gulf Oil Corporation and all subsidi- 
ary companies more than 50-percent owned are in- 
cluded in the consolidated financial statements except 
for those engaged in real estate activities and a domes- 
tic financing subsidiary. The real estate and financing 
subsidiaries (affiliated companies) and all other in- 
vestments 20 to 50 percent owned (associated com- 
panies) are accounted for on the equity method. 


Translation of Foreign Currency 


Balances and transactions in foreign currencies have 
been translated to U.S. dollars as follows: inventories, 
prepaid expenses, long-term investments and proper- 
ties—at rates current on dates of acquisition; deferred 
taxes—at the average monthly rate in the year of 
deferral; accumulated depreciation, depletion and 
amortization and related provisions against income— 
on the basis of dollar value of the related assets; all 
other assets and liabilities—at rates current at end of 
period; and operating income and other expenses—at 
average monthly rates. Gains or losses on foreign 
Currency translation are included in results of opera- 
tions in the period incurred. 


Inventory Valuation 


Crude oil, petroleum products, chemicals and certain 
merchandise inventories generally are valued at annual 
average cost applied on the “‘last-in, first-out’ (LIFO) 
basis, which in the aggregate is lower than market 
value. Inventories of Canadian subsidiaries generally 
are valued at the lower of cost applied on a “‘first-in, 
first-out” (FIFO) basis or market value. Materials and 
supplies are valued at cost or less depending on the 
condition of the items. 


Income Taxes 


The Company practices interperiod tax allocation 
with respect to all significant timing differences. The 
current income tax provision is reduced by the amount 
of the realizable investment tax credit. 


Pensions 


Pension costs, which are determined by independent 
actuaries, are funded as accrued. Prior service costs 
are amortized and funded over varying periods for the 
different plans but generally for no more than 15 years. 


Interest Costs 
Interest costs are charged to income as incurred. 


Crude Oil Transactions 


In addition to its own production, the Company pur- 
chases large volumes of crude oil from other producers 
and sells crude oil not required for its own use. The 
Company records such purchases as purchase costs 
and such sales as revenues except that such transac- 
tions of the Company’s Canadian subsidiary are ex- 
cluded from both revenues and costs. 


Goodwill 


Goodwill arising from acquisitions accounted for as 
purchase transactions is amortized over its estimated 
beneficial life. The only unamortized goodwill currently 
reflected in the consolidated accounts is an insignifi- 
cant amount recorded in the accounts of the Canadian 
subsidiary. 


Research and Development Expenditures 


Research and development expenditures are charged 
to income as incurred. 


Note 3—Major Business Segments 


Total 
1976 1975 


Sales and other operating revenues 
(includes consumer excise taxes) 


ROL OLCUMImiers eieritiienctsre a aiatanecers $16,835 $14,943 
GihomicalSmmerrine tes cee ne 5 1,062 812 
ELELES . o eaet cen CnC cnc aene eae 216 77 
OUANEE LGRais pte Ol RpD One CLOIONCE Rae 4 6 


Net income (loss) 


RStrOleuiimrrritsirt ite cie cent ores ates $ 682 $ 672 
Chien CalSweapr mame ctyomustsrete! fo iceete 148 84 
Nulcloatamriciarcsinc ficocetel oa.clere (11) (14) 
MineralSimettetic: actscre ssioriecs) #5 2 a00 (5) (26) 
COPLALEL? cncceus Arey Go CARRION eT 2 (16) 


Employed capital and net assets— 
December 31 


ROtrOloUiisieert tien ches sats 5.5 wi. $ 6,651 $ 6,592 
GSI Call Siew consi tr aicpet evens. /aitels va ronoiers 968 808 
Min@halSmammrncht cistects vatisis ic «hu 318 240 
OU GRRem ete telets otels cls opera's s, 4. 50.6 29 26 
(GORDOMALO mite wielecstens shes susie ce siete 1,292 1,021 
Employed capital 9,258 8,687 
Notareiteldaslel:\e}tte.5 can Slo omioi ono OK 1,168 1,294 
Other long-term liabilities ....... 1,148 935 
Net assets (shareholders’ equity) .... $ 6,942 $ 6,458 


Earnings Per Share 

Earnings per share is calculated based upon the 
daily weighted average of the number of shares out- 
standing during the year. 


Note 2—Increase (Decrease) in Noncash Working 
Capital 

An analysis of changes in noncash working capital 
as reported in the Consolidated Statement of Changes 
in Financial Position is as follows: 


1976 = 1975 
Increase (decrease) in noncash current assets 
Receivables Stk aie en ee eens $551 $(493) 
Inventories? sv. ER Reece oer res 99 55 
Prepaid expense and other current assets. (96) 66 
554 (372) 
(Increase) decrease in current liabilities 
Accounts payable varase daria cite aie (560) 102 
Notes payable and current long-term debt. 78 (31) 
Accrued income taxes ................. 53 224 
Liability to nuclear partnership .......... 108 (138) 
Other current liabilities ................ (132) 169 
(453) 326 


Increase (decrease) in noncash working 


Capital: “ReGen eee ee rome eaters yn.: $101 $ (46) 


Millions of Dollars 


United States Canada Other Foreign 
1976 1975 1976 1975 1976 1975 
$7,247 $6,614 $2,140 $1,788 $7,448 $6,541 
669 536 127 100 266 176 
183 75 23 2 10 oo 
1 5 — — 3 1 
$8,100 $7,230 $2,290 $1,890 $7,727 $6,718 
$ 365 $ 459 $ 102 $ 104 Seeio $ 109 
94 61 7 10 47 aK) 
(9) (10) Ss (2) (4) 
(10) (16) 5 (10) — _ 
—_ (16) -- 2 — 
$ 440 $ 478 $ 114 $ 104 $ 262 $ 118 
$3,886 $3,537 $1,352 $1,186 $1,413 $1,869 
697 554 81 79 190 175 
287 210 30 30 1 — 
22 25 — — 7 1 
285 345 415 195 592 481 
5,177 4,671 1,878 1,490 2,203 2,526 
701 718 186 139 281 437 
492 363 590 503 66 69 
$3,984 $3,590 $1,102 $ 848 $1,856 $2,020 


*1975 reclassified to conform to 1976 presentation of tar sands as “petroleum.” 


Note 4—Cash and Marketable Securities 


Millions of Dollars 


December 31 


1976 1975 
Cash is OA5 ake hae eis cece ee ee Decne $ 54 G3 fis} 
Time deposits and certificates of deposit.... 1,028 910 
Marketable’ SOCUTTICS ince enna ee eens 907 844 

$1,989 $1,837 
UWnlted’Statesti. oe en ee eee $ 821 $ 819 
Ganadaistc snc Saco naa Oe eee 461 232 
Other FOreigns sesn cron. vei cuseiaee a onrereeiens 707 786 

$1,989 $1,837 


Marketable securities are stated at cost which approxi- 
mates market. 


Note 5—Receivables 
Millions of Dollars 


December 31 


1976 1975 

CustOMelStseay ene ee ae nee Cee eee ane $2,145 $1,673 
Affiliated and associated companies ....... 344 359 
Other receivables) 445.5 coc aces ae 466 369 
2,955 2,401 
Less: Allowance for doubtful accounts...... 48 45 
$2,907 $2,356 
United Statesin. wemce byte ome ree een $ 789 $ 683 
Canada wats Hezrerot cs ee ieee nee eee 457 422 
Other Foreigntwanssceeee oc sa aeenets ar 1,661 aEZOll 


In 1976 and 1975, provisions of $15 and $17 million, 
respectively, were credited to the allowance for doubt- 
ful accounts. Other charges and credits, principally 
write-offs and recoveries, were $15 and $3 million, re- 
spectively, in 1976 and $16 and $2 million, respectively, 
in 1975. 


Note 6—Long-Term Receivables and 
Other Investments 


Millions of Dollars 
December 31 


1976 1975 

EOng-tenmreCalVablessarsnaesnnitere eieicn tae $277 $407 
Other investments (at cost) ............... 71 56 
348 463 

Less: Allowance for doubtful accounts ..... 60 58 
$288 $405 

United: Statesi-wanie e+e ee eee ee $ 33 $ 53 
Gan ad ai ner errs Gres fret. Hee hci ee 36 36 
EUlODOu aes meet is thins een cee eee eee 113 146 
AS ie Peete ee oe ooh oe total Cees ch Rees Mie ie 48 77 
BatinwAMmeniCauencin te eis 450 oe 30 68 
MiddlotEastee vate ten ene ee pee 28 25 
$288 $405 
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In 1976 and 1975, provisions of $4 and $47 million, 
respectively, were credited to the allowance for doubt- 
ful accounts. Other charges, principally write-offs, were 
$2 million in 1976 and $4 million in 1975. 


Note 7—Inventories 


Millions of Dollars 
December 31 


1976 1975 
LIFO 
Petroleum 
UnitedzStates ecm toe er eee $ 264 $ 268 
EUlOPG ethic e recs annacce tetra crete mmtua 141 188 
OthenmForeignmysces ere eee 85 25 
Chemicals 
United?States oon cterecrectets ere 67 40 
EUFOPOwitn c7cate oteaneyetic in tevin gore eters eae 30 13 
Othen Foreignieecence ie ere reer 5 5 
Merchandise 8. ceit tes eee eer 12 15 
604 554 
FIFO (Canada) 
Petroleuimiceis os Susck ee ere oe Ce ee 324 255 
Chemicalsitacaks orc Beane ore eS ae 12 15 
Merchandise 251 ck ee eee ere 18 22 
354 292 
Average Cost 
Petroleum® ccc n es Cohan «Cree 19 23 
Chemicalsiavatecmascct torrie oie re: 2 2 
Minerals: 62. 2sn0 oe ce a eee 4 2 
Merchandis@- snc 3c. ons on nee 12 12 
Commoditiesse 2.4 eee ae eee 20 1 
Materials and supplies ................. 227 257 
284 297 
$1,242 $1,143 
Total 
United, States 34-0... eee ee $ 486 $ 451 
Canada 38. 60 fe eee 384 319 
EUrOp@® oicis oe acteghae ashen eee ee 197 222 
Other. Foreign Maccneaa-itccm or meer ences 175 151 


$1,242 


: Millions of Barrels 
Petroleum Inventories 


United, States s. 2352. ccna ie ite 90 90 
Canadas & waracis ecco triers ete e mers 34 30 
EUrOpe: 574 oh swiss Ge icra coolio neneere enerers 39 44 
Other Foreignaes i. tactic roe ei eee 9 6 

172 170 


Decreases in certain LIFO pools increased earnings 
by $14 and $5 million, after considering taxes, in 1976 
and 1975, respectively. LIFO inventories were $1.14 
and $.87 billion less than current cost, including recog- 
nition of announced price increases of foreign crude, 
at December 31, 1976 and 1975, respectively. 

Materials and supplies, and certain taxes on prod- 
ucts carried in inventory are not included in the com- 
putation of cost of sales. The inventory amounts in- 
cluded in purchase costs, used in the computation of 
cost of sales, were $1.01, $.87 and $.86 billion at 
December 31, 1976, 1975 and 1974, respectively. 


Note 8—Exploration and Development Expenditures 


Millions of Dollars 


Net 


Expenditures Capitalized 


Depreciation 


Charged to Etc. Charged Expenditures 
Income _Capitalized _tolncome = December 31_ 
1976 1975 = 1976 ©1975 «1976 1975 1976 1975 
Oil and gas 
WGC EStALOSerer enteric): ccrsras nls o cttsass oti el aktwa Eeeecne $204 $146 $528 $337 $251 $240 $2,198 $1,925 
Canad ameenmenr tacts saien ef vals aes seed haidash wk Pod See, 74 59 44 16 18 16 167 141 
EURODe——NOthnoGa mincst-is ters: Sissies ote sites eet ac Sede 28 31 46 20 — 1 65 26 
AG IIC APMC estate) fi ecics joel oy oa cnis G's. Gein agente ats Md aitlluce ah 13 25 23 46 39 45 78 258 
AS | AMER ERe ey fers var ekccstensvoss ahsutedy ww aon o Aas ad whe Ree 20 29 — 1 2 2 5 if 
PRCITAWAAIN Ol Gal premenerern iss ties alias cre secs) eas G says: lo Sool ehishes aka eet ala ee 1 6 4 5 4 19 — 47 
MicGleteas tapmrgteracirer ciciee.s fsiais acre 0 else dosineimal ate cae 3 — — — — —_ — —_ 
TEN? CRINGE IS = CINE ky 5 reticence OR EPI 2 — 99 66 — -—— 181 82 
343 296 744 491 314 323 2,694 2,486 
Oil¥ohale— WU Miteadsstates crease sa.6 ca eceve aieiaie wantin uae cae 4 8 — —_ 23 21 2 25 
GOal——WHILGAEStALOS maw aivcre wr rele ate «cs ioveuciews wale ca a olteraneale 1 1 41 33 7 5 151 116 
Uranium 
Wiimtiexe) SEWER oo 2 ee Ba Ne eae ira aL Pe 12 8 26 20 1 — 98 86 
(CEMEXCKD oo o 2 &.c:Gha cue URIS RR Pe 4 4 6 3 —_— 27 27 
$364 $317 $814 $550 $348 $349 $2,972 $2,740 


Of the net capitalized expenditures, $806 and $642 
million relate to recently acquired leases and undevel- 
oped properties at December 31, 1976 and 1975, re- 
spectively. These costs are being amortized in ac- 
cordance with the Company’s policy as described in 
Note 1. 


Note 9—Properties 


December 31 


Gross Investment 


| 


In the computation of unit-of-production amortiza- 
tion, only those reserves classified as proved devel- 
oped are used. Item 3 of Form 10-K on pages 54 to 56 
describes the Company’s method of classifying re- 
serves and provides additional information with regard 
to the Company’s oil and gas reserves. 


Millions of Dollars 


Year 


at Cost 
1976 = 1975 
Petroleum 

Exploration and development ............ $ 5,658  $ 5,408 
NARKECII CMMI a istereresliee accie wlaysvele ose te.e ora 1,625 1,667 
IRSTMIAUING) 3 ow oo eae Olora a OncnOLe er On RSM PORORDIORIG 1,927 1,864 
NinaWS PORATION MP s serra yh ols vss) nic dieds > weiss ous 1,044 1,023 
Nene CES IMCWICE sso56bu000eoo cou guDIoT 428 391 
OMMED c:o.o 3 cele a Oe Oe RCC ee 165 145 
10,847 10,498 

CIISIMIGAIS MMR erie te cos /es wialeih.s aera ie eer siale 1,054 915 
WAGES o:6.0 ic. 'askt BG CRO RIO CRC RRC 421 364 
QUIN? clad Able unc 64 Be ee eo 153 109 
$12,475 $11,886 

Uhiblivexe SSEWELS: 5 c.8 oun CIO OR RO nena $ 8,935 $ 8,174 
CAIBCE) 646.000 0000 AOS AOL DO nomena 1,796 1,548 
AGO) oc 6-0 > au x OR NOOR POI DO CRE SOIT 848 774 
EG OC MEMMROME Hii aie cstisrs cle leteies sia 8 eee 6 austere 228 574 
INE) yeu hic toein 6 0.0 6 OURO GIOD HOIOIG GROIN ORCC 52 51 
EUINIBAIIIG HICH Esty yisisisis ve'e'e viels os ses al 98 239 
Foreign lag tanKk@rSic 1... seem cee see we nne 518 526 
$12,475 $11,886 


Net Depreciation Etc. Expenditures 
Investment Charged to Income Capitalized 
1976 = 1975 1976 = 1975 1976 1975 
$2,694 $2,486 $314 $323 $ 744 $ 491 

957 1,010 83 84 84 95 
941 933 69 71 101 73 
636 603 51 50 121 102 
202 180 21 20 38 27 
129 115 __ 12 0 28 61 
5,559 5,327 550 558 1,116 849 
708 605 39 37 150 212 
278 254 34 26 70 59 

87 50 snes et 26 11 
$6,632 $6,236 $631 $628 $1,362 $1,131 
$4,525 $4,079 $428 $404 $ 957 $ 794 
1,017 825 78 74 275 169 
547 503 39 41 70 49 

90 261 40 45 23 46 

24 27 4 5 2 2 

58 159 16 32 8 14 

371 382 __ 26 eh 27 Oi 
$6,632 $6,236 $631 $628 $1,362 Sielssit 


Note 10—IiInvestment in Nuclear Partnership 


The Company and Scallop Nuclear Inc., a Royal 
Dutch/Shell Group Company, own and operate General 
Atomic Company, a 50-50 partnership engaged in the 
nuclear business. 

The investment in this partnership is accounted for 
on an equity basis. The excess of the Company’s share 
of cumulative operating losses over its equity invest- 
ment at December 31, 1976 and 1975 amounted to $30 
and $138 million, respectively. This investment is sum- 
marized below: 

Millions of Dollars 
December 31 


1976 = 1975 

Current-assets 3.4724 .4 05 Veco aciewee re aeeneia $ 15 $ 16 
Investmentin- AGNS venir acetone rae neetiar te 52 51 
Nét Properties: ..0 2) elas eaeremete eee __ 22 eel 
Total ’assetsisce eye ie cee eka te eens: 389. __ 88 
Gunrrent liabilities (hare) niaeaere) ets eee 22 85 
Provision fon future loSSeS) Soar. arene _ 97 el 
Total liabilitiesi= sere renee _119 Zs 
Excess of liabilities over assets .......... $ 30 $138 


Changes in the Company’s investment during the 
years ended December 31, 1976 and 1975 are sum- 
marized as follows: 


Millions of Dollars 


1976 1975 
Net investment January 1,— liability ...... $138 $179 
Operating lOSSeSE- waar aed het ers 19 31 
AGVAanCeS? sth mraviructsesunyte we oc icteuee aera 127 mee 
Net investment December 31,—liability ... $ 30 $138 


The net liability to the nuclear partnership, which 
was Classified as long-term prior to 1975, was reclas- 
sified to a current liability at December 31, 1975 and is 
also reflected as a current liability at December 31, 
1976 since it is anticipated that the Company’s ad- 
vances in 1977 will exceed the net liability balance. The 
partnership agreement provides that the capital re- 
quirements of the partnership will be contributed 
equally by the partners. 

In years prior to 1975, provisions of $240 million were 
made for the Company’s 50-percent share of antici- 
pated future losses on certain commitments of the 
partnership. Since the establishment of this provision, 
continuing escalation of costs, other problems con- 
fronting General Atomic in the commercialization of 
the HTGR and uncertainties generally surrounding the 
development of nuclear power led to several contract 
cancellations by customers. As a result of these devel- 
opments, in 1975 and early 1976 General Atomic agreed 
to the termination of its remaining commitments and 
currently has no commercial reactor orders. The Com- 
pany’s share of losses realized and charged to this 
provision were $44 and $96 million in the years 1976 
and 1975, respectively. 
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Efforts are continuing toward resolving the pro- 
longed technical and regulatory problems which have 
prevented commercial operation of the Fort St. Vrain 
plant being constructed for the Public Service Com- 
pany of Colorado. In late 1976, the plant produced 
power for the first time and operated at up to 28 percent 
of capacity while tests and start-up efforts were con- 
tinued. It is currently expected that commercial opera- 
tion of the plant will begin in late 1977. The loss provi- 
sion related to the Fort St. Vrain plant is considered 
to be adequate so long as additional technical or 
regulatory issues do not cause substantial delay. 

Allied-General Nuclear Services (AGNS), a partner- 
ship of General Atomic and Allied Chemical Nuclear 
Products, Inc., has completed the initial stage of a light 
water reactor (LWR) fuel reprocessing facility near 
Barnwell, South Carolina. The viability of this plant and 
performance under related fuel reprocessing agree- 
ments depends upon development of a commercial- 
scale program to complete the closure of the LWR fuel 
cycle and resolution of other uncertainties including 
licensing problems, nuclear proliferation issues, gov- 
ernment funding, and certain other matters subject to 
government regulation and court decisions. To date, 
discussions with the government regarding these 
matters have been inconclusive. In view of these un- 
certainties, start-up is not expected prior to 1979. 

While AGNS would incur substantial losses under 
contracts with certain of its customers if performance 
were required, AGNS is not currently obligated to per- 
form under the contracts because of force majeure, 
including the lack of necessary licenses, which will 
continue to excuse performance until properly re- 
solved. In light of the importance of the Barnwell plant 
to the domestic nuclear fuel cycle and the national 
goals of energy independence and conservation, the 
Company expects successful resolution of the various 
issues which will eventually allow successful operation 
of the plant. Accordingly, the Company has made no 
provision for loss on its share of General Atomic’s in- 
vestment in AGNS. 

General Atomic is currently involved in litigation and 
arbitration with two uranium suppliers, and five electric 
utilities concerning contractual arrangements for the 
purchase and sale of uranium and light water reactor 
fuel. The litigation involving suppliers and customers 
is complex and interrelated. Present contractual rela- 
tionships, if sustained in the pending litigation and 
arbitration proceedings, would provide General Atomic 
with uranium supplies in excess of its sales commit- 
ments. 

The litigation involving one of the uranium suppliers, 
United Nuclear Corporation, was filed on December 31, 
1975 in the Santa Fe District Court, State of New 
Mexico, against General Atomic. The complaint alleged 
among other matters, that United Nuclear should be 
excused from performing a certain uranium supply 
obligation on the grounds of fraud, violation of New 
Mexico antitrust laws, commercial impracticability and 


mutual mistake, but did not seek monetary damages in 
any specified amount. On May 5, 1976, General Atomic 
filed an answer and counterclaim for approximately 
$2.3 billion for alleged breach of two uranium supply 
obligations and for violation of New Mexico antitrust 
laws. On June 4, 1976, United Nuclear filed a reply and 
asserted a claim for monetary damages in an aggregate 


Note 11—Long-Term Debt 


equal amount. This case is still in the discovery stage. 

The Company does not believe United Nuclear’s alle- 
gations are legally sufficient or factually supportable. 
In addition, the Company believes that resolution of the 
litigation and arbitration proceedings taken as a whole 
will not result in material loss and, accordingly, no pro- 
vision has been made. 


Millions of Dollars 
December 31 


1976. 1975 

United States dollars 
Siowoasinkingiund debentures ue IMTOO Se. nc «con teers ter nanetens aac, Peet RRR SE uence ome oer ees arr $ 200 $ 200 
GrcivemsinkingGuuncd Cebentures GUC IMA IOS cp ser ay, ccneute tant worse nacectietas ae Mee eR errs See Aeon ars ten Rees an 200 200 
SOO ORSINKINGRUNATAE DENTURES GUC IMM 99 1a cr sc chee vers olentys cra lchcceeehty cae eee Siesieee cated em tL aR fetiuny caetoge 73 73 
VEX OOP ORE DEMLULES UGH. O7 fathrOUGMb LOG Vie snus einai lta. be yr Itc ie ey aera ate eT rae ie a Ne nC Petr Na Se 147 154 
SoAmLOMOVommOLes Pay able elO7./ throught OGOM goss ccs, a ctea ese eh Sheusl's, shee aaah cL hea euey cre Aenea alte Rectan nn A Suen nee 139 231 
Maman Coy 2e/omnOtes Payable dO7 le 197 SANG 198 I; <rccureriorn cic ne seeenee lenceak lec an ene cece eines ere eerie 47 65 
SYS 1 GES (oie CM mitel celtle| aha EVA tommentrnis caminia cts Rayos Pein arid et is eecrtie ain aro slam ana peat 6 eeaece 84 95 
OineMoDliGaOnspy mete cvs corte cece H aloe Saves al bres dees eunsn Contes acy agin rs ie GRoeT ays cleat OTR a ai Re and een e SE ree 102 95 
992 ial 

Foreign currencies 

Ganadian dollars—5¥s to'82% payable 1977 through 1990. ....... 2.0.2.2 eee e esse ese 169 131 
Gelnmanimanks——i2/2070; payable 977 through (S86 sex ceca aes sms ero scene sien utcesisnemeatons moe Roll Rater okewelicnen oi eiic el 42 38 
SWissattanes-—iOW fandios4 vor PaVvable 197.8 Amd 1985 caste ses tin cease ne eyehelyes spears Terri ley praia cutis i aren ace 26 122 
Italian lire—4% above Italian discount rate payable 1977 through 1985 .............. ccc eee eee 32 46 
OiNeMCUINCM CLES mere arerer cere siscnente oc ach dots oetaee ara laevis usenet Bre apraae] or tecsackearaes tence ay Meet Cues Pepi eae etisarra: rm eta eee Rarer 11 18 
1,272 1,468 
(MCIIGECRMECUTFEMMMADINITIOS  ¢ . saus s iMate merebere prs avai si eumian ae ta bos ahs: Gyisnat@raucee prunttteetaretonale eiehee micas wien ena aie eal) sini 104 174 
$1,168 $1,294 


Approximate maturities in the years 1978 through 1981 are $78, $77, $80 and $122 million, respectively. 


Current short-term notes payable at December 31, 
1976 and 1975 were, $35 and $43 million, respectively. 
At December 31, 1976, the Company had available ap- 
proximately $460 million in unused lines of credit from 
banks. These lines are generally without compensating 


Note 12—Deferred Production Payment Proceeds 


In 1975, the Company entered into two agreements 
(production payments) for the sale of economic in- 
terests in future production. Under these agreements, 
the Company is receiving total proceeds of $167 mil- 
lion over a three-year period which is being used 
principally for the development of new oil and gas 
fields in the Gulf of Mexico and expansion of a Coal 
mine in New Mexico. 

Under the terms of the agreements, the Company 
has dedicated percentages of production revenues 
for the repayment of the purchase amounts and for 
interest on the purchasers’ financing arrangements. 
Repayment of the production payments is being made 
solely out of the revenues derived from recovered 


balance requirements or fees and can be withdrawn 
at the option of the bank generally after giving notice 
to the Company. It is anticipated that borrowings under 
these lines of credit would bear interest at prime com- 
mercial lending rates. 


hydrocarbons or minerals which are produced from 
the properties. 

Production and the repayment of the production pay- 
ment from the oil and gas fields began in 1976 and is 
expected to begin during 1979 for the New Mexico 
coal mine. Changes during the years ended December 
31, 1976 and 1975 are summarized as follows: 


Millions of Dollars 


1976 1975 
Balancendanvaly lmemmuaris tects csr cee $ 57 $ — 
Proceeds recelvediirmr camcismc nis cls en ioe 78 56 
Interest charged to expense .............. 1 
RePayViMentsS | 2 4 misses e sstntewewe aneas tees to oenaiioen oe _(19) ees 
Balance; December sina... se osnese ee os $123 Ser, 


Note 13—Investments in Affiliated and Associated Companies 


The Company’s investments in affiliated and associated companies of $308 and $280 million and its liability to 
the nuclear partnership of $30 and $138 million (see Note 10), at December 31, 1976 and 1975, respectively, are 
summarized as follows: 


Millions of Dollars 


December 31 


1976 1975 

Total Affiliated Associated Total Affiliated Associated 
Cuirrent ‘assets’ ais heath ccmrcate bs nie oe aloe icles erence fee er een $ 602 $ 66 $ 536 $ 597 G3 107 $ 520 
Propertles: \ siscaies oe vee aeiw eS ceo weet eneiane ee per nener ee nengtne 563 66 497 534 75 459 
OURS: ASSOTS iol Sie ieee as dis an wtalto ins sbsotiaute ne fastens te atte canes etl Remon 126 __ 8 118 126 ae Canto 
TPOtal ASSES | fiig csastaea tease, ai, eragera, wi ilembateres erm ocee seen ens _ 1,291 __ 140 _ 1,151 ear _ 168 __ 1,089 
Ciirrent stabilities se tied sete to ec ciesee si cuemeicmenel tee toute saeeet eantiene 462 40 422 569 32 537 
Long-term debt 5 ae ich eed cocters ceenihche: open ies Heenan era 402 82 320 455 117 338 
Other long-termiliabilitles).waseraiscsicmeien eee iieue wenn ares ___ 256 re 6 250 214 Se 208 
Total. Habilities (yicc..5.5 eas «cee @ toeneee imei eres _ 1,120 _ 128 992 1,238 155 _ 1,083 
Netiassets soo stead wg a olla @ eels comet ore ateuel ce arene neanaiters omar /anage 171 12 159 19 13 6 
AdVaMnGeS.5.s1o sakiero- cies alters: e ecch ole cone IOtere sashes Ge ee pmaOr en Reme aeeeme 107 __ 23 84 123 _ 23 100 
$ 278 $ 35 $ 243 $ 142 $ 36 $ 106 

Total 

Unlted States Grice dG scarurcie en ea aoa nc ae area ee Reger ree $ 11 $ 35 $ (24) $ (99) $ 36 $ (135) 
Candda: eiiinweiceun ehalehiccmdres Saree sleet race 11 — 11 14 —_— 14 
EULODG Heist erliac a cle sve toeroten ate, oheae tice e aie tere eee eeenene Racers 138 — 138 118 —_ 118 
LAL ema at ht rari RETA aC REMAP aoa See eter A eo Sick Oo GahG. 0 118 ees 118 109 Soe 109 
$ 278 35 $ 243 $ 142 36 $ 106 


As of December 31, 1976, the Company was contingently liable for guarantees of debt of associated companies 
in the amount of $61 million. 


The Company’s equity in earnings (losses) of these companies is summarized as follows: 


Millions of Dollars 


December 31 


1976 1975 
Total Affiliated Associated Total Affiliated Associated 
FIBVGMUGS worms aichau'sivia..ta'c.1 naic sa stow, viele) sorte Ramee eee Em $1,966 $ 49 $1,917 $1,692 $ 36 $1,656 
Less: 
Purchases and operating expenses ..................05- 1,761 29 1,732 1,617 15 1,602 
Selling and administrative expenses .................06- 132 20 112 81 49 32 
WAX GS waeegr cop ecace einy eter eine tes al nc Soh vert ona CRS ee EERE ee 33 — 33 17 oe 16 
_ 1,926 49 1,877 eafi5 _ 65 1,650 
EQUITY iNkeanningSs(|OSSES) esmralacitsiesncierie cakensrsnteien a inane $ 40 Lo S= $ 40 $ (23) $(29) $ 6 
Total aa eae 
WmitedeStateses: ea s5 ction ust scnietolac ites oie ere Ree ae eae $ (10) $— $ (10) $ (50) $(29) $ (21) 
SEUIETO Eh ahetratne Gn cere oprah Coe ee mI: 2 by awh bse cllvacs 1 — 1 1 _— 1 
OU RIEOOl Min atacrcacis wieriiaye cen ent ccrtel ans elena entree eae 49 — 49 26 = 26 
ey = $ 40 $ (23) -$ (20) seme 
CEI CIC Cine THC Gna Gp emmonheuueecdubonucnuwed $ 26 em $ 26 $726 Re $ 26 
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Note 14—Taxes 


Millions of Dollars 


United : 
Total pees ialoS ee pee Sorina 
1976 1975 1976 1975 1976 = 1975. 
Income taxes 
CAGTICED, caeslhcecl ate eee na $1,370 $1,928 $ 238 SenT2 $1,132 $1,856 
Pnvestinenrtax Credits .c.ciav csi ce cdecs aves decewestes (92) (25) (83) (23) (9) (2) 
CHORUS) 3.6, bosch, Aatelephien cap ee aa 114 109 71 aA 43 38 
LOtalmincomontaxecteate sen ear eee ee 1,392 2,012 226 120 1,166 1,892 
Taxes other than income 
OSU TOMECKC ISOM RR ees os on tea a se tae 1,666 1,570 788 HAS 878 795 
INGEVALOnGMMmepet Penn fa Soc ech eid ee oS eeeete 166 OT 131 117 35 160 
SEES intel URS os 6 Oo ceo hee ta Is eee eee 102 107 13 13 89 94 
IM POnCUUC Sema ttre xcs crane nsf Savolme accra tine 96 204 5 136 91 68 
GUNS o.0.c-0.5:0%0.6 Sodng eke a REE SAE 67 56 44 32 23 24 
Totamtaxes otherthan income.....2...s-.....as: 2,097 2,214 981 1,073 1,116 1,141 
TOWERS 30 ui 6 htc Shan $3,489 $4,226 $1,207 $1,193 $2,282 $3,033 


Deferred taxes relating to the significant timing differences outlined below have been provided as follows: 


JESCECIEMIOMN. a acnista a6 biced FABIO REACH ORDER RIOR SSE eRe 
Intangible drilling and development costs .....................00-. 
Seqogicalkand GeophysicalicoOstsi=s seem cade oes daa cuca oecnes one 
VOMOhOCUC IOs OAS CS mimes srtyene. cre wnetoucy: eee, ors cot ae aton.s a scinibiaeratanele 
BOLCIGMECUTLOMCYVAACIUSLMENtS ia eta, o ot oe «cc siche adores. wacdiee mata vdw cee 
NIG CamCONUaGtMOSSCSEM EET iat cists cthvenant «ctr tec n aera anki 
SEWVICCHNICeINMIUCSMR EN Mery ines cccaes.c.0 sep. eteih eas oiaue easels w daiwtes 
OE 1 TPM PY Se eo eae 2 Ly Gas) Shgiaioi bce. gies Ss acs 4 ale Guanes GEER eS ae 


No deferred taxes have been recognized for the 
Company’s share of the undistributed foreign earnings 
of certain subsidiaries, which were $746 million at 
December 31, 1976, since these earnings are con- 
sidered to be permanently reinvested. 

Total income tax expense was $1,392 and $2,012 mil- 
lion which equates to an effective tax rate of 63 per- 
cent and 74 percent on pretax earnings for 1976 and 
1975, respectively. The following schedule reconciles 
the difference between the United States statutory tax 
rate and the effective rate: 


1976 1975 
Amount %of Amount % of 
in Pretax in Pretax 


Millions Income Millions Income 


United States statutory tax rate $1,060 48% $1,302 48% 


Increase (decrease) resulting 
from: 


Foreign taxes at rates in ex- 
cess of the U.S. tax rate 
on foreign source income 


subject to U.S. tax....... 230 8610 646 24 
Allowable depletion in ex- 
cess of cost depletion ... (19) (1) (31) (1) 


Foreign taxes on foreign 
source income not subject 


10) WHS MEDS 6 Aipea c-crommecreeion 170 8 165 
Investment tax credit ...... (92) (4) (25) may) 
COLNE? co iby Ob Veil Seon rene 43 2 (45) Sa2)) 


$1,392 63% $2,012 74% 


Millions of Dollars 


United 
Total States Foreign 

1976 1975 1976 1975 1976 1975 
$ 75 $722 $ 39 omce $ 36 $ 20 
40 15 38 16 2 (1) 
(17) (12) (15) (12) (2) == 
(19) 23 (21) 23 2 ae 
18 11 18 11 — — 
16 36 16 36 ae — 
— 18 — — = 18 

1 (4) (4) (5) 5 1 
$114 $109 71 71 $ 43 $ 38 


Note 15—Pension Plans 


The Company has various pension plans covering 
substantially all of its employees. The provisions for the 
cost of all the various pension plans charged to income 
for the years 1976 and 1975 were $136 and $113 million, 
respectively. The 1976 contribution to the Gulf Pension 
Plan, to be paid in 1977, is included in other current 
liabilities. At December 31, 1976, estimated unamor- 
tized prior service costs of all the various pension plans 
aggregated approximately $310 million. 

Under the Gulf Pension Plan, covering the majority 
of U.S. employees, the market value of plan assets and 
balance sheet accruals exceeded the estimated value 
of vested benefits, based on the latest actuarial valua- 
tions projected to December 31, 1976. 

A summary of changes in the fund investments, in- 
cluding receivables from the Company, for the Gulf 
Pension Plan during 1976 and 1975 follows: 

Millions of Dollars 


Year Ended 

December 31 
1976 1975 
Investments at January 1, at cost........ $687 $600 
COMPANY eCONTHDUTIONSmeraeieenreeenenennene 115 99 
FUNG SINnCOMC aden, Rainier ear trecne ee 45 29 
Benefits: paldisceacerctiel mim ste castes: _(47) (41) 
Investments at December 31, at cost.... $800 $687 
Market value at December 31........... $866 $693 


Note 16—Gas Sales Contract 


On October 15, 1976, the Federal Power Commission 
(FPC) determined that the Company failed to comply 
with its contract with Texas Eastern Transmission Cor- 
poration with respect to deliveries of natural gas. The 
FPC’s order, which has been stayed by the United 
States Court of Appeals for the Third Circuit, directed 
the Company to file by December 15, 1976 a computa- 
tion of ‘‘refunds’” calculated in accordance with a 
formula stated in the order and to pay a refund, plus 
interest, to Texas Eastern within 30 days of the FPC’s 
approval of the Company’s computation. The filed com- 
putation showed refunds, with interest, to be approxi- 
mately $90 million through October 1976. This amount 
does not reflect force majeure factors which the Com- 
pany believes are applicable. The Company contends 
that the Department of the Interior’s failure to hold 
general offshore Louisiana lease sales for approxi- 
mately 10 years should be reflected. Recognition of a 
four-year delay completely eliminates any refund. 

This proceeding commenced in November 1975 
when the FPC ordered the Company to show cause 
why it should not be found in violation of its certificate 
obligations because of alleged underdeliveries of 
natural gas to Texas Eastern. The Texas Eastern con- 
tract provides for the delivery of gas over a 26-year 
period or until 4.4 trillion cubic feet have been de- 
livered, whichever first occurs, at a price of 19 cents 
per thousand cubic feet (mcf) for the first 10 years, 
21 cents per mcf for the next 10 years and 22 cents 
per mcf thereafter. It provides for a daily quantity of 
500 million cubic feet (mmcf), with an option for Texas 
Eastern to take up to 625 mmcf per day. Deliveries 
commenced in 1964. The Company was able to main- 
tain cumulative average daily deliveries in excess of 
the 500 mmcf contract minimum through September 
1976, but deliveries declined in recent years and 
averaged 362 and 358 mmcf per day in 1976 and 
1975, respectively. The Company’s developed gas 
reserves in the area and purchased gas have not in 
recent years been sufficient to maintain a higher daily 
deliverability. As a result of recent production from 
new fields offshore Louisiana, deliveries averaged 
approximately 440 mmcf per day for the month of 
January, 1977. 

The Company’s position is that it has complied fully 
with its obligations and has exercised reasonable 
diligence in its efforts to supply gas under the Texas 
Eastern contract. The basis of its appeal to the Third 
Circuit is that the FPC exceeded its authority in order- 
ing “refunds” and further that even if the FPC had such 
authority, factual and legal grounds exist for substan- 
tially reducing or altogether eliminating liability to 
Texas Eastern. 

The FPC’s opinion stated that when the Company has 
delivered an amount of gas equivalent to the contract 
amount less the amounts of gas for which it has paid 
refunds, the Company shall be permitted to charge the 
contract price plus the amount of the refunds previously 
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paid on an equivalent amount of gas. Similar charges 
may also be permitted if deliveries exceed 625 mmcf 
per day. If the FPC’s action is upheld and the Company 
subsequently recovers the amount refunded, the net 
economic loss to the Company will be the difference 
between the present value of the refunds and the 
present value of the recoveries, less related tax effects. 
The Company has made no provision in the accounts 
for underdeliveries pending determination of unre- 
solved matters with respect to the refund and the legal 
validity of the FPC order. 

Upon the reinstitution of offshore lease sales in 1972 
by the Federal Government, the Company was able to 
resume its exploration efforts in the Gulf of Mexico and 
continued its program of bidding and acquiring gov- 
ernment leases when available. The Company has dis- 
covered and is developing additional gas reserves on 
certain of these leases. The cost of this exploration 
program and the potential gas reserves which may be 
established by such efforts cannot be determined with 
certainty. If this program is successful the Company 
believes it will be able to meet the total contract quan- 
tity and the total program will not result in out-of- 
pocket losses. However, lower profits will result than 
could have been realized as long as the FPC continues 
to require the volumes committed to the contract to be 
sold at the contract prices, which are significantly be- 
low market. 

The Company will continue to take all practicable 
measures to meet its obligations and to minimize its 
exposure under the contract. However, since under 
the circumstances an evaluation cannot be made of the 
extent of the Company’s possible liability if it does not 
fulfill the contract, and since it is possible that the 
total program will not result in out-of-pocket loss, no 
provision for loss has been made in the accounts. 

Other actions related to the Texas Eastern contract 
have been commenced against the Company in Penn- 
sylvania. A petition for review of the FPC order was filed 
in December 1976 in the United States Court of 
Appeals for the Third Circuit by the public utility 
authorities of Connecticut, Massachusetts and Rhode 
Island, the Rhode Island Attorney General and the 
Rhode Island Consumers Council primarily seeking to 
reverse the FPC’s action permitting the Company to 
recoup any “refunds” paid to Texas Eastern. Clark, et 
al. v. Gulf Oil Corporation, filed in the United States 
District Court for the Eastern District of Pennsylvania 
on July 2, 1976, seeks equitable relief and damages 
in excess of $5 million on behalf of customers of Phila- 
delphia Gas Works, a purchaser of gas from Texas 
Eastern, on the ground that the Company’s failure to 
deliver gas constitutes a violation of the Natural Gas 
Act. Plaintiffs also demand treble damages for alleged 
violations of federal antitrust laws. Thompson, et al. v. 
Gulf Oil Corporation, et al., filed in the same court on 
August 26, 1976 makes similar allegations on behalf of 
customers of Philadelphia Electric Company and seeks 
damages in excess of $4 million. The Company has 


moved to dismiss both complaints and the court, after 
having heard oral argument, has the motions under 
advisement. Philadelphia Gas Works commenced an 
action in the Court of Common Pleas in Philadelphia 
on July 23, 1976, but has not yet filed a complaint. 


Note 17—Negotiations With Governments of 
Foreign Oil Producing Countries 


In late 1976, the Company received payment from the 
Nigerian government covering its purchase, retroac- 
tive to 1974, of 55 percent of the Company’s oil explora- 
tion and producing concessions. The payment received 
included compensation for the properties transferred, 
which was applied to the net book value of the Com- 
pany’s properties, reimbursement of certain prior year 
operating expenses and interest on the net amount due 
to the Company. 

During 1976 the Company initiated negotiations with 
the Ecuadorian government aimed at an orderly with- 
drawal by the Company from its operations in Ecuador. 
The government of Ecuador issued a decree which 
authorized the national oil company, CEPE, to pur- 
chase, effective December 31, 1976, the Company’s 
37.5 percent interest in an oil exploration and produc- 
tion contract and 50 percent interest in a pipeline. 
Under the terms of the proposed agreement reached 
with the Ecuadorian government, the Company is to 
receive compensation for its interests based on the 
net book value of its assets, subject to an audit by an 
international accounting firm. The amount of initial 
compensation was recorded as a receivable and ap- 
plied to the net book value of the Company’s properties. 

On December 1, 1975, an agreement was signed by 
the government of Kuwait, the Company and its part- 
ner, British Petroleum Company, which transferred all 
of the Company’s remaining assets and operations in 
Kuwait to the government. The agreement, which was 
ratified by the Kuwait Assembly in March 1976, was 
effective as of March 5, 1975, and also provided for 
settlement relative to volumes and costs for prior years’ 
purchases. In addition, the agreement provides the 
Company access to a supply of Kuwait crude oil with 
volumes averaging 500,000 barrels per day from Janu- 
ary 1, 1976 through March 31, 1980 at an effective dis- 
count (after payment of Kuwait taxes) below Kuwait’s 
declared market price. 

Effective December 31, 1975, the government of 
Venezuela nationalized the Company’s concession 
rights and properties. Separate agreements were 
signed with the Venezuelan government on February 
24 and April 1, 1976, respectively, for two-year periods, 
retroactive to January 1, 1976, under which the Com- 
pany is to provide technical services and is given the 
right to purchase an initial volume of 126,000 barrels 
per day of crude oil and products. The agreements 
contain provisions for extension for an additional two 
years. 


The Company had, during the periods of lifting, made 
provisions for the anticipated costs of buy-back oil 
which were subject to negotiation. As a result of these 
provisions and the compensation received, the actions 
described above did not have a material effect on the 
Company’s net assets or on 1976 or 1975 net income. 

In late April 1976, the Company resumed opera- 
tions in Angola which had been suspended temporarily 
in late December 1975 because of civil strife. At that 
time, the Company made payments to the government 
for amounts of taxes and royalties which had been held 
on deposit. At December 31, 1975, $83 million of such 
deposits was included in prepaid expenses and other 
assets. The Company has agreed to operate under the 
same terms which prevailed before the suspension of 
operations until discussions leading to a new long-term 
relationship can be undertaken. 

In those countries where agreements concerning the 
volumes and prices of buy-back oil are not finalized, 
provision for costs has been made based on the 
Company’s best estimate of the final outcome of nego- 
tiations. 

In February 1976, the Company and its partner, Con- 
tinental Oil Company, signed a participation agree- 
ment with the British government under which the 
Company and its partner each transferred to the Brit- 
ish government an additional 8.8 percent interest in 
the title to their leases in the North Sea, giving the gov- 
ernment a 51 percent ownership interest. In addition to 
royalty oil, the government received the right to pur- 
chase at market prices up to 51 percent of each field’s 
output within six years after production begins. Under 
the agreement, the financial benefits and obligations 
of the three parties remain unchanged. 


Note 18—Foreign Currency Adjustments 


An analysis of the net foreign currency exchange 
adjustments included in income follows: 


Millions of Dollars 


Gain (Loss) 
1976 1975. 
Eong-tetim: debtis crc cer ecani cee aah ote tee ee ei. $ 11 ()} 
Working: capital teeta cick co creie enerees 8 (4) 
19 (5) 
MinoritysintereSt ie myc comin) stearate ri aseshehs (2) 
LAX: CHOC Marr tmateat Marthe s c qomnon capers Miers eT (1) (6) 
$ 16 $(11) 


The foreign currency adjustments, before minority 
interest and tax effect, are included in other revenues. 
Included in the net adjustments were unrealized gains 
of $4 million in 1976 and unrealized losses of $4 mil- 
lion in 1975 before tax effects. 


Note 19—Contingent Liabilities 


On July 18, 1973, the Federal Trade Commission 
(FTC) issued a complaint against the Company and 
seven other major petroleum companies charging 
violation of Section 5 of the Federal Trade Commission 
Act and alleging a combination or agreement to mo- 
nopolize crude oil refining. The complaint states no 
specific relief, but the FTC may ask for divestiture of 
certain of the Company’s operations. This administra- 
tive proceeding to date has largely dealt with proce- 
dural and discovery matters. 

Several states have brought class actions against 
the Company and a number of other major oil com- 
panies in federal district courts. These actions have 
been instituted by Florida (July 9, 1973), Connecticut 
(July 25, 1973), Kansas (October 8, 1974), California 
(June 25, 1975), Arizona (July 22, 1976) and Oregon 
(February 10, 1977). They allege, among other things, 
that the defendants combined and conspired to restrain 
trade in the exploration, production, transportation and 
sale of crude oil and in the refining, distribution and 
marketing of petroleum products in violation of federal 
and state antitrust laws. These suits seek treble dam- 
ages in unspecified amounts and injunctive relief, in- 
cluding divestiture of crude oil exploration and produc- 
tion activities. On August 31, 1976 the Judicial Panel 
for Multidistrict Litigation ordered the actions con- 
solidated for pre-trial proceedings in the United States 
District Court for the Central District of California. 
Proceedings involving amended pleadings, discovery 
and pre-trial motions are under way. 

A class action suit was filed on October 16, 1974 
by an individual and on behalf of all members of the 
United Steel Workers in the United States District 
Court for the Northern District of Indiana, against the 
Company and seven other major petroleum companies 
charging defendants with violations of the federal anti- 
trust laws and seeking damages in the amount of $750 
million (before trebling) and injunctive relief. There 
have been no proceedings in this action since 1974. 

On March 31, 1975, a complaint was filed in the 
United States District Court for the Southern District 
of New York by Harry B. Helmsley et al. against the 
Company and other petroleum companies alleging a 
conspiracy to fix and maintain prices of crude oil and 
petroleum products in violation of federal and New 
York State antitrust laws. The allegations are similar 
to those in three suits filed previously: Lefrak, et al. v. 
Arabian-American Oil Company, et al.; New York 
City Housing Authority v. Arabian-American Oil Com- 
pany, et al.; and Rochdale Village Inc. v. Arabian- 
American Oil Company, et al. Two additional com- 
plaints, Brompton Associates Company, et al. and Doris 
Kaskel, et al. against the Company, filed in the United 
States District Court for the Southern District of New 
York on February 13, 1976, also contain similar allega- 
tions, but contain further claims that payments were 
made to employees and officials of foreign govern- 
ments and other foreign persons and to domestic 
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political officials and other persons for the purpose of 
controlling the supply and price of oil. The six suits 
combined seek damages of approximately $90 million 
(before trebling), punitive damages of approximately 
$445 million and injunctive relief. 

On October 15, 1976, Westinghouse Electric Cor- 
poration filed a complaint in the United States District 
Court for the Northern District of Illinois against the 
Company and 28 other uranium producers, including 
a subsidiary of the Company. The complaint alleges 
that the defendants have fixed and increased prices 
and other terms of uranium sales, have allocated the 
market and have refused to deal with certain uranium 
purchasers, including plaintiff, in violation of federal 
antitrust laws. Plaintiff seeks injunctive relief plus 
treble damages in an unspecified amount. The Com- 
pany has not filed an answer, but denies any wrong- 
doing and will defend its position. Discovery as to three 
defendants, including the Company, has been stayed 
pending a court ruling. 

For additional information concerning uranium litiga- 
tion, see Note 10. 

On May 8, 1974, the Company received a Notice of 
Probable Violation (NOPV) issued by the Federal 
Energy Administration (FEA) indicating the Company 
had overcharged an amount of $46.5 million for certain 
of its foreign crude oils imported into the United States 
for the months of October 1973 through January 
1974. The Company filed a reply maintaining it com- 
plied with FEA regulations by using its generally ac- 
cepted and consistently applied accounting procedures 
in determining landed cost of imported crude oils 
based on arms’ length, third-party prices. On October 
30, 1974, the FEA adopted new regulations on landed 
cost of imported crude oil. The Company received 
Notices of Proposed Disallowance (NOPD) from the 
FEA in June and July 1975, proposing to disallow 
landed costs of its imported foreign crude oils of ap- 
proximately $88 million (which is subject to adjustment 
upon FEA audit) based on the new regulations for the 
period October 1973 through May 1975. The NOPD 
includes the period and crude oils included in the 
NOPV. The Company filed replies to these NOPDs 
maintaining that its arms’ length pricing method was 
in compliance with FEA regulations, that it should be 
permitted to offset substantial undercharges of costs 
by the Company (based upon FEA prices) against any 
proposed disallowance, and that the FEA regulatory 
formula for setting foreign crude oil prices is invalid. 
There have been no recent developments in these 
FEA proceedings. 

On November 30, 1976, Phoenix Canada Oil Com- 
pany, Limited filed in the United States District Court 
for the District of Delaware a complaint against the 
Company, its subsidiary, Ecuadorian Gulf Oil Com- 
pany, and another petroleum company, alleging breach 
of and interference with plaintiff's contract rights to 
share in a cash payment equal to the value of two per- 
cent of oil and gas produced in a concession area in 


Ecuador and intentional destruction or impairment of 
plaintiff's interests in Ecuador and elsewhere. Com- 
pensatory and punitive damages in excess of $10 mil- 
lion are sought. 

On March 3, 1975, a suit was filed by Nelson Bunker 
Hunt (subsequently joined by W. Herbert Hunt and 
Lamar Hunt) in the United States District Court, South- 
ern District of New York against the Company and other 
oil producers. Plaintiffs allege that defendants have 
combined and conspired in unreasonable restraint of 
trade and commerce in violation of the Sherman Act 
and the Wilson Tariff Act and that defendants had an 
unlawful agreement to divide markets and to refuse 
crude oil to plaintiffs. Damages of $125 million (before 
trebling) and at least $90 million for breach of contract 
are claimed. 

The Company is also a party to other administrative 
proceedings brought by governmental authorities pur- 
suant to federal, state or local environmental protection 
laws or regulations which allege violations of such 
laws and seek injunctive relief or civil penalties. The 
Company does not believe that these proceedings are, 
in the aggregate, material to its operations or net assets 
and does not foresee any material interruption of its 
Operations as a result of any alleged violation of en- 
vironmental laws or regulations. 

The Company believes that none of the items de- 
scribed above will have a material adverse effect on the 
net assets or future earnings of the Company except 
that, with regard to the FTC complaint, the Company 
is still unable to determine what effect, if any, this pro- 
ceeding will have on future earnings of the Company. 

See Form 10-K Item 5 on page 57 for information 
regarding certain shareholder derivative actions. 

The Company was contingently liable for guarantees 
of loans payable by owners of service stations and 
others in the amount of $137 million, and also for loans 
payable by associated companies as described in 
Note 13. 


Note 20—Minority Interests 


Minority interests in the equity of consolidated sub- 
sidiaries, primarily Gulf Oil Canada Limited of which 
the Company owned 68.3 percent at December 31, 
1976 and 1975, were comprised of the following: 


Millions of Dollars 


December 31 


1976 1975 
WADItAIES LOCK Miia seittneas © susrel sare si aictesnis is ane $110 $110 
RetalmeGiearningS .cn cis cs cco ce oes esas 285 241 
CNG cdvow tod 06.600 COEO OREO OID OR Me RoiicnG 2 2 
$397 $353 


Note 21—Commitments 


The Company has noncancelable tanker charters 
and leases for service stations and other facilities in- 
cluding office space, tank cars and automobiles for 
which total rental expense in 1976 and 1975 was $124 
and $116 million, respectively, after being reduced by 
related rental income of $28 and $24 million, respec- 
tively. Future minimum rentals payable under these 


leases are as follows: Millioneor Dollars 


Marketing Less 

Tanker  Prop- Rental Net 

Charters erties Other Income Rentals 
UOT Pom acer meets ors $ 47 $ 22 $ 66 $15 $120 
TOLG es Palate cer 32 18 48 9 89 
TSW ACI MMA EEO Fee A. 6 22 15 39 8 68 
T9807 oi veteseene cmt rs 14 12 29 th 48 
HOST Pa, stoners 3 10 22 4 31 
1982-1986 yin — 25 81 aa 95 
19871199 lee epee — 10 66 5 Tal 
1992-1996 ........ — 6 64 4 66 
After 1996 ........ — ao) 34 2 38 


118 $124 $449 $ 65 $626 


Under current Securities and Exchange Commission 
(SEC) regulations, certain of the leases included above 
are considered financial in nature. In the aggregate, 
however, such leases are not material. 

The Company through its majority-owned Canadian 
subsidiary, has a 16.75 percent interest in a project 
(operated by Syncrude Canada Ltd.) for the extraction 
of oil from Athabasca tar sands leases in the province 
of Alberta. Total project costs for the construction of 
the 125,000-barrel-a-day plant, expected to be com- 
pleted in 1978, are estimated to approximate $2 billion. 
The commitment of the Company’s subsidiary will ap- 
proximate $335 million of which $187 million had been 
expended through December 31, 1976. Part of the Com- 
pany’s commitment is being financed through a loan 
of $100 million from the government of Alberta. 
Through December 31, 1976, the Company had received 
approximately $55 million under this loan arrangement 
and the balance will be advanced from time to time in 
amounts related to expenditures made. Through op- 
tions held by the government of Alberta, the Company’s 
Canadian subsidiary’s interest could be reduced to 
about nine percent with a corresponding reduction 
in its investment. 

For additional information relating to commitments 
of the nuclear partnership, see Note 10 on page 32. 

The Company has contractual commitments in the 
ordinary course of business for the acquisition or con- 
struction of properties and for the purchase of mate- 
rials, supplies and services. These commitments are 
not considered significant in relation to the net assets 
of the Company. 

The Company is also obligated to certain companies 
in which it has equity interests to provide specified 
minimum revenues from crude or product shipments 
or by other means. It is anticipated that shipments or 
other operating factors will be at levels sufficient to 
provide the revenues required. 
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Note 22—Stock Options 


The Company has 1974, 1968 and 1951 Stock Option 
Plans under which stock options have been granted 
to certain of its officers and employees. 

Several shareholder derivative actions filed during 
1975 contained allegations with respect to certain op- 
tions granted under the 1974 Stock Option Plan. For a 
description of this litigation see Form 10-K Item 5 on 
page 57. 

Pursuant to the terms of the 1974 Stock Option Plan 
3,341,000 shares of capital stock of the Company held 
in the Treasury have been reserved for sale to officers 
and employees. In addition to shares reserved under 
the 1974 Plan, treasury shares are reserved for unexer- 
cised options granted under the 1951 and 1968 Plans. 
At December 31, 1976 and 1975, respectively, 4,443,354 
and 5,139,854 shares were reserved under all plans 
for officers and employees of the Company and its 
subsidiaries, of which 718,604 and 1,345,604 shares 
were subject to options granted. At December 31, 1976 
and 1975, respectively, there were 3,724,750 and 
3,794,250 shares available for the granting of options. 

Options granted under each of the three plans expire 
from 5 to 10 years after the option date depending on 
the plan under which the options were granted and 
whether the options were qualified or nonqualified. 
Options are generally exercisable one year from the 
option date, except that options granted under the 1974 
Plan in exchange for the surrender of outstanding 
options are exercisable six months after the option 
date. Nonqualified stock options granted under the 
1968 Plan are exercisable only to the extent that the 
qualified stock options covering the same shares re- 
main unexercised on their expiration date. In addition, 
qualified stock options granted under the 1968 Plan or 
which may be granted under the 1974 Plan may not be 
exercised while there is outstanding any qualified stock 
option previously granted to the same individual at 
the same or a higher option price. 

Adjustments are made in the number of shares and 
the option price per share in the event of the declara- 
tion of stock dividends or the occurrence of certain 
other events affecting the Company’s capitalization. 
The option price of each share purchased must be 
paid in full in cash at time of purchase. 

All outstanding options granted prior to January 1, 
1969 are nonqualified stock options granted under the 
Aon Plan, 

Options granted subsequent to December 31, 1968 
and prior to January 1, 1974 were qualified and non- 
qualified stock options granted under the 1968 Plan. 
Options granted in 1969 and 1970 were qualified stock 
options. Options granted on January 28, 1971, January 
27, 1972, June 27, 1972 and January 2, 1973, were all 
qualified stock options and nonqualified stock options 
covering the same shares. On April 24, 1973, both 
qualified stock options and nonqualified stock options 
were granted covering separate shares. 
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All options granted subsequent to January 1, 1974 
were granted under the 1974 Plan. As well as permitting 
the granting of qualified stock options, the 1974 Plan 
allows nonqualified stock options with variable price 
options and stock appreciation rights. Variable price 
options include a provision that the original option 
price under the options shall be decreased by an 
amount (herein called the “adjustment factor’) equal 
to the amount by which the fair market value of the 
shares covered by the options on the exercise date 
exceeds the original option price, provided that the 
adjustment factor may not exceed 90 percent of the 
original option price. No options have been granted 
with the variable price feature. 

Options which include stock appreciation rights en- 
title the optionee to surrender unexercised options or 
any portion thereof to which such right relates to the 
Human Resources Committee of the Board of Directors 
and to receive from the Company in exchange therefor 
that number of shares of Capital Stock of the Company 
having an aggregate value equal to the excess of the 
fair market value of one share over the option price 
(reduced by the adjustment factor, in the case of a 
variable price nonqualified option) per share times 
the number of shares called for by the option, or the 
portion thereof, surrendered. The number of shares 
which may be received pursuant to the exercise of a 
stock appreciation right may not exceed the number 
of shares called for by the option, or the portion there- 
of, which is surrendered. The Committee has the right 
to determine that the Company’s obligation in respect 
of a stock appreciation right be paid in cash or part 
in cash and part in shares. Under present U.S. Treasury 
Department rulings, the grant of a stock appreciation 
right with a “qualified stock option” will cause such 
option to become a nonqualified stock option. 

Nonqualified options with stock appreciation rights 
were granted on February 11 and July 9, 1974. In 
connection with the grants on February 11, 1974, all 
options outstanding under the Company’s 1968 Stock 
Option Plan and 1951 Stock Option Plan held by per- 
sons receiving such options under the 1974 Plan were 
surrendered and canceled. The exercise prices of the 
surrendered and canceled options ranged from $24.63 
to $42.94 per share. 

On November 12, 1974, option grants to certain 
directors, officers, and employees on February 11, 
1974 at an average option price of $21.75 per share 
were rescinded and new options with stock apprecia- 
tion rights were granted at an average option price per 
share of $17.81. 

Proceeds from options exercised are credited to 
capital accounts; no amounts are charged to income 
in connection with the exercise of such options. 

The following tables report information regarding 
option grants made to Company officers and employ- 
ees. Shares of the Company under option were as 
follows: 


December 31, 1976 (6) December 31, 1975 (6) 


Year Number of Total Number of Total 
Option Option Price Shares Option Shares Option 
Granted Per Share (1) Unissued Price Unissued Price 
AA, eles ee ee $25.97 = $ = 22,500 $ 584,297 
TRISTE on aR ae 32.63 45,004 1,468,256 51,904 1,693,368 
NRG n56'b a eee 36.66 62,400 2,287,350 69,800 2,558,606 
TIT A ssc etah cue Oe DCH cee ae 29.38 62,050 1,822,719 71,550 2,101,781 
URE Soc oe Siaers COM LaE eae ree 26.81 73,400 1,968,038 85,100 2,281,744 
TRUE) <i ieee 27.00 9,000 243,000 9,000 243,000 
TURN cies a:b, beac RRC ee 17.91 451,750 8,111,578 1,020,750 18,276,547 
OOM (4) Meer e held ene eens aah 21.67 15,000 325,000 15,000 325,000 
BUOY nce Sean ase = = = ~~ 
718,604 $16,225,941 1,345,604 $28,064,343 


(1) At the time each of the options was granted, the option price per share was the market value thereof. Option price shown is average 
per share for all options granted during the year. 


(2) These options became exercisable as follows: 170,000 shares on January 2, 1974; and 5,000 shares on April 24, 1974. The fair market 
value at date exercisable was $4,202,188, an average of $24.01 per share. 


(3) These options became exercisable as follows: 1,141,500 shares on August 11, 1974; 1,014,000 shares on May 12, 1975; and 5,500 shares 
on July 9, 1975. The fair market value at date exercisable was $42,437,594, an average of $19.64 per share. 


(4) These options became exercisable as follows: 5,000 shares on July 15, 1976; and 10,000 shares on September 9, 1976. The fair market 
value at date exercisable was $404,375, an average of $26.96 per share. 


(5) No options were granted during 1976. 
(6) At December 31, 1976 and 1975, respectively, options covering 718,604 and 1,330,604 shares were exercisable. 


Changes in options outstanding during 1976 and 1975 were as follows: 


Options 
Surrendered 
Options For Stock Options 
Outstanding Options Options Options Options Appreciation Outstanding 
at January 1 Granted Rescinded Expired Exercised Rights at December 31 
OO Wossehte vette, sarees 1,631,429 15,000 None 210,825(a) None 90,000(a) 1,345,604 
“USWA Siamese ences 1,345,604 None 143,750 (b) 57,300 5,700 420,250(c) 718,604 


(a) As at December 31, 1975, there were options for 90,000 shares which could have been exercised at a profit before they expired during 
the period April through December, 1975. Because the registration statements covering the Company’s stock option plans had not 
been amended to make the prospectus under the registration statements current during the period, these options were reported as 
expired even though attempts had been made to exercise most of them. In 1976, the Board of Directors determined that the options 
covering these 90,000 shares should be treated as having been exercised. After the registration statements were amended, 7,467 
shares of Capital Stock were issued in payment of the stock appreciation rights attendant to these options. 


(b) On July 13, 1976, the Board of Directors determined that options for 143,750 shares should be rescinded. These options had been sur- 
rendered with notices of exercise given by certain optionees with respect to the stock appreciation rights attendant to such options. 
Under the terms of the proposed settlement of certain shareholder derivative actions described in Form 10-K, Item 5 on page 57 these 
optionees agree not to contest the Board action. 


(c) During 1976, options for 420,250 shares were surrendered in connection with the exercise of the stock appreciation rights attendant 
to such options. In payment for the exercise of these stock appreciation rights, 116,278 shares were issued. 


and in good faith. Therefore, the Company emphasizes 
that while the calculations are based on what it believes 
to be reasonable assumptions and judgments the re- 


Note 23—Replacement Cost Information (Unaudited) 


Beginning with the financial statements for the year 


ended December 31, 1976, disclosure of certain re- 
placement cost information is required by the SEC. 
While the information contained herein has been pre- 
pared in compliance with SEC requirements, the Com- 
pany cautions against making general inferences from 
the data in view of its inherent imprecisions. In recogni- 
tion of these imprecisions, the SEC has adopted a rule 
to safeguard companies so long as the information 
presented has been prepared on a reasonable basis 


sults should be viewed only as approximations. 
Replacement costs as defined by the SEC are not 
intended to reflect the current market or disposal 
values of existing productive capacity and inventories. 
Rather, they are management’s best estimates of the 
cost of replacement at prices and conditions prevail- 
ing at December 31, 1976. While the calculations as- 
sume a one-time replacement, actual replacement will 
occur over future periods when decisions concerning 
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replacement will be made in light of the economic, reg- 
ulatory and competitive conditions at that time, and 
most probably will differ substantially from the assump- 
tions on which the data included herein are based. 

In addition, the replacement cost data required by 
the SEC does not consider several factors, the ab- 
sence of which makes the information incomplete. No 
consideration is given to the effects which would re- 
sult in times of inflation from holding gains experienced 
by a borrower and holding losses resulting from the 
possession of monetary assets, such as cash, receiv- 
ables, etc. Further, no recognition is given to operating 
efficiencies, such as a reduction in the labor force, or 
for the substantial investment tax credit which would 
result from the replacement of total productive capac- 
ity. 

Since it is not practical to estimate the impact of 
the above items, it is management’s opinion that the 
replacement cost data presented cannot be used to 
impute the total effect of inflation on financial report- 
ing. Furthermore, due to subjective judgments in- 
herent in the estimates, the information may not be 
comparable with other companies in the industry. 


PRODUCTIVE CAPACITY 


For the year ended December 31, 1976, replacement 
cost information is not required for mineral resource 
assets nor for those assets located outside the North 
American Continent and the European Economic Com- 
munity (EEC). 

The Company’s calculation of replacement cost for 
productive capacity at December 31, 1976 is summa- 
rized as follows: 


Historical Costs 


Subject to Estimated 

Replace- Replace- 
Invest- ment ment 
ment Exclusions Cost Cost 


Millions of Dollars (Unaudited) 


Properties 
Mineral Resource 
ASSetS ic) elegans $ 6,079 $6,079 $ — $ — 
Other Assets 
United States .... 3,629 iis 3,092 6,760 
Canadammrencere 1,191 Siete)” 853 2,250 
FE Cea. aice mame 660 ee 588 1,290 
ankerSec ocean 731 89* 642 1,700 
Other Foreign ... 185 185 — — 
VPC 7,300 5,175 12,000 
Accumulated deprecia- 
LON eeeanenn mcrae 5,843 3,344 2,499 6,140 
Net Investment ...... $ 6,632 $3,956 $2,676 $ 5,860 


Depreciation expense .$ 631 $ 389 $ 242 ¢ 550 


“Primarily represents assets not subject to replacement cost such 
as land, intangibles and unfinished plant. 
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The Company has selected the method of determin- 
ing replacement cost that it believed was best suited 
to the particular functional asset groupings. Techno- 
logical and environmental changes were considered 
to the extent possible. Generally, replacement cost 
(new) of assets located in the U.S. was based on re- 
placing the U.S. productive capacity in total for each 
of the functions of refining, marketing and chemicals, 
regardless of the number and location of present 
facilities. A more detailed description of the basis of 
calculating replacement cost (new) for each of the 
asset groupings is as follows: 


United States 


Refining—Derived from engineering calculations of 
an estimated national average of the unit cost per 
daily barrel to replace the total U.S. refining capacity. 
This average has been verified for reasonableness with 
outside contractors. 

Marketing—Retail outlets were based on engineer- 
ing estimates of the replacement cost of typical con- 
ventional and self-serve stations in various areas 
throughout the country where the Company operates. 
Truck and automobile fleets, and marketing equipment 
other than retail outlets, were determined by direct 
pricing from recent purchases. Distribution plants were 
calculated using an average replacement cost per 
barrel of capacity based on recent construction ex- 
perience. 

Transportation—Pipelines were based on the current 
Interstate Commerce Commission calculations estab- 
lished for rate-making purposes. 

Natural Gas Liquids—Derived primarily from engi- 
neering estimates, based on recent construction ex- 
perience, of the cost to replace the unit capacity of 
gasoline plants and barges, and the cost to replace 
with same or equivalent equipment in the case of 
terminals and pipelines. 

Chemicals—Manufacturing facilities were based on 
engineers’ estimates of the current capital cost per 
unit of productive capacity, utilizing the most modern, 
optimal sized facilities to replace existing capacities for 
the various product lines. Such unit capital costs were 
developed from recent construction costs of similar 
facilities in the U.S. and from information obtained from 
outside contractors. Support facilities, as well as non- 
chemical producing assets, were calculated by apply- 
ing a construction cost index to the historical costs. 

Other—Other productive capacity includes research 
and development facilities, aircraft, computer facilities, 
furniture and fixtures and the Corporate headquarters 
building in Pittsburgh. The headquarters building and 
the research and development facilities were approxi- 
mated by outside consulting engineers. The Corporate 
aircraft was determined using current costs of com- 
parable equipment. The balance of the assets in this 
category were based on the application of published 
indexes. 


Canada 


The replacement cost for Canadian assets was 
derived as follows: refinery facilities were based on 
engineering estimates using equipment cost curves 
and in some instances a general petroleum industry 
index. The cost curves show trends in refinery con- 
struction costs and are updated regularly from new 
construction data or information obtained from refinery 
contractors. Chemical facilities were estimated using 
a combination of cost curves and the application of a 
petroleum industry index to historic costs or recent 
cost appraisals. Marketing facilities and other produc- 
tive capacity were assessed either through use of cur- 
rent costs developed for representative facilities, direct 
pricing or application of indexes meeting the criteria 
of the asset group being estimated. Exchange rates 
at December 31, 1976 were used for translation into 
U.S. dollars. 


European Economic Community 


Replacement costs for assets located in countries 
participating in the EEC were estimated as follows: 
refinery and chemical plants were based on internal 
engineering estimates utilizing localized construction 
cost indexes; the terminaling facility at Bantry Bay 
was estimated using a recent outside cost appraisal 
of the assets; all other assets were based on applica- 
tion of gross domestic product indexes issued by the 
Organization of Economic Cooperation and Develop- 
ment. Exchange rates at December 31, 1976 were used 
for translation into U.S. dollars. 


Tankers 


The replacement cost of the tanker fleet was based 
on the replacement cost (new) to construct the total 
deadweight tonnage in a configuration of optimum fleet 
design. Information was obtained from a large data 
base of new construction costs created and maintained 
by the Company’s engineers. The data base includes 


information on the cost to construct tankers of different 
sizes in various countries throughout the world. 


Depreciation 

Accumulated depreciation of replacement cost was 
calculated for individual classes or groups of assets 
using the composite straight-line economic life of the 
historical cost investments. Replacement cost depre- 
ciation for 1976 was developed in the same manner. 


INVENTORIES 


The Company’s calculation of replacement cost for 
inventories at December 31, 1976 is summarized as 
follows: 


Estimated 

Historical Replacement 

Cost Cost 

Millions of Dollars (Unaudited) 
IFO erearanimiie once cere nmr: $ 604 $1,740 
FILE Oletere. eer eee cas ark mies cra: 354 375 
Average: COSt ape wc atcathinens eerie 284 300 
Totalieteraenyee sions este tans $1,242 $2,415 


The replacement cost of crude oil and product in- 
ventories recorded on the LIFO or FIFO method have 
recognized the impact of announced price increases on 
the foreign crude contained in such inventories. In- 
ventories recorded under the average cost method 
generally represent items acquired during the current 
year and, therefore, their replacement cost approxi- 
mates their book value. The replacement cost of foreign 
inventories were translated into U.S. dollars at ex- 
change rates in effect at year-end. 

Inventory amounts included in the cost of sales for 
LIFO and average cost inventories approximate current 
replacement cost since cost of sales is charged with 
Current costs under these inventory methods. If FIFO 
inventories would have been charged to cost of sales 
on a replacement basis, the effect before related tax 
and minority interests, would have been an increase 
in cost of sales of approximately $40 million for the year 
ended December 31, 1976. 


Note 24—Quarterly Financial Data (Unaudited) 


Millions of Dollars (Unaudited) 


First Second Third Fourth 
Quarter Quarter Quarter Quarter 
1976 1975 1976 1975 1976 1975 1976 1975 
Revenues 
Sales and other operating revenues ............ $4,278 $3,925 $4,211 $3,803 $4,631 $3,978 $4,997 $4,132 
O}inele WENMGINUGE Vsgaconucumos ego cis blood cnc 68 69 77 46 55 52 86 37 
4,346 3,994 4,288 3,849 4,686 4,030 5,083 4,169 
Deductions 
BULCMASCECOSLS wapunmciols ciate orcesl nC akanc oni anton dike 2,419 1,598 ‘ 2,248 1,916 2,555 1,813 CHASE USITAS) 
Operating, selling and administrative expenses... 708 635 752 692 749 700 854 Ua 
Taxes other than income taxes ..............-. 485 589 519 486 542 612 551 527 
DY eyo; Chey eooocatonbIueuondc gto Gone 148 156 157 156 158 158 168 158 
Ol nkelr Cherelle go ono oaboossuadenasaogdoooUr 101 76 78) 85 115 117 Pe ae 
3,861 3,054 3,754 3,335 4,119 3,400 4,461 3,541 
Income Before Taxes on Income ........++.+++:: 485 940 534 514 567 630 622 628 
WANES (ont intelli os raeegoseeusowocvsdodn ous oods 287 745 326 354 375 455 404 458 
INGE CONMIGO Gris. ax, eiclem wiene: ae oie noo apr eng 4 sania eee Bs $ 198 $ 195 $ 208 $ 160 $ 192 $ 175 $ 218 $ 170 
Net Income Per Share ........-0ccsenerccrcccnnns $ 1.02 $ 1.00 $1.06 $ .82 $ .99 $ .90 $ 1.12.9) 468 


Five-Year Financial and Statistical Summary 


1976 1975 1974 1973 1972 
(Dollar Amounts in Millions) 
Total revenueS*>: 220 25. ue ace ee Sere $18,403 $16,042 $18,201 $ 9,996 $ 7,708 
Income before extraordinary item .................. $ 816 $ 700 $ 1,065 $ 800 $ 447 
Net incomes); .26:¢.05 sau beeic = come croer iene) temeeementnere $ 816 $ 700 $ 1,065 $ 800 SO 
Cash’ dividends. sich’. scr aiceieigeseronr cient ener tee $ 336 $ 331 $ 307 $ 296 Saeed 
Per-share data 
Income before extraordinary item ................ $ 4.19 $ 3.60 $ 5.47 $ 4.06 $ 2.15 
Net income: 250i he Ce ee es one $ 4.19 $ 3.60 $ 5.47 $ 4.06 $ 95 
Gash. dividends: 2.8. sos shin eee oe tere $ 1.73 Saar $ 1.58 Sie oO GS ieste 
Shareholdérssequity eure tee oer dente cet tote cnateee $ 35.62 65 Sehl7/ $ 31.28 $ 27.01 $ 24.89 
Financial position at year-end 
Current cassets 8 as0+ oo oe Bee eee $ 6,179 $ 5,473 $ 5,774 $ 3,918 $ 2,936 
Current, liabilities 4.4: sssmwerc sccm eerie 4,191 3,738 4,064 2,404 1,492 
Working Capital =. 2005.5 cismicesusnche eects ei ste etelterome tare 1,988 1,735 1,710 1,514 1,444 
Properties, 0.2%: ¢ om async teusa a seen ee haere oeeee es cone 6,632 6,236 6,035 5,468 5,418 
Investments and other assets 24...-2- crackers eer 638 716 694 688 970 
Employed':capital’ 4023.2 aes seein reer 9,258 8,687 8,439 7,670 7,832 
Long-term ‘debt ick c.cccc 4 = eerste exe eect come iano a ener 1,168 1,294 1,471 1,608 1,941 
Minority.Interests”. 7.7. 2d sal oieteeee meaner ieeerenees ae 397 353 314 266 247 
Other: long-terny liabilities ee eee eee 751 582 565 : 467 475 
Net assets (shareholders’ equity) ................. $ 6,942 $ 6,458 $ 6,089 $ 5,329 $ 5,169 
Total assetsics.\Ge4s gat ca eee ee te en eee $13,449 $12,425 $12,503 $10,074 $ 9,324 
Changes in financial position 
Funds provided by: 
Income before extraordinary item ................. $ 816 $ 700 $ 1,065 $ 800 $ 447 
Noncashtincome items meme cey a ttenaer cree ener 746 839 732 760 643 
Funds tromitoperationSmeesse init ene ner 1,562 1,539 aac A 1,560 1,090 
New’ financings, sacs ooees ott ete eee rl ee eet 156 156 75 60 129 
Other——net aes. Ais We tie nar ete scene oie ate neers 480 264 280 310 325 
2,198 1,959 Poe 1,930 1,544 
Funds used for: 
Properties and business investments .............. 1,378 1,229 1,406 823 726 
Reduction of long-term debt and production payments 211 225 243 397 331 
DIVidendS Jonas seve Monee eare icles resort pea a eee 336 331 307 296 311 
Other——netn ee Soho ane cee eteete oral een ser ener 20 149 = 344 = 
1,945 1,934 1,956 1,860 1,368 
IncreasedinewOrkingucapiitalles ies: ieniert nner rae $ 253 $ 25 $ 196 $ 70 SaeeuZo 
Capital and exploration expenditures 
Plant expenditures: ce7nmmk nase er eee eee eens $ 1,362 $ 1,131 $ 1,399 $ 784 SOLS 
Business: investments ecm en eee arent cearee 16 98 it 39 40 
Exploration. expense eusce mt aatiareciien acrterne tee eee 160 133 125 80 72 
Dry:-holeexpenSe@ os -e-.ccto at. stovore acetal aor eee 204 184 130 76 69 
$ 1,742 $ 1,546 $ 1,661 $ 979 $ 859 
Wages, salaries and employee benefits .............. $ 1,113 $ 963 $ 810 Ses te AE 
Employees jativear-end sysiacyarc tomer cer ccsmenea Caen nee 53,300 52,100 52,700 51,600 57,500 
shareholdersiat: year-onGanerantice i citee ie iinet 356,768 375,191 372,415 347,731 307,230 
Weighted average shares outstanding 
(ine thouSands) S tatyacrkac ctu sere ren nocci tenet Renn tte 194,804 194,710 194,658 197,250 207,666 


“Years prior to 1976 reclassified to conform to presentation adopted in 1976. 


**Net income in 1972 was reduced by an extraordinary charge of $250 million which represented the provision for loss in disposing of 
certain unprofitable or marginal investments. 
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1976 1975 1974 1973 1972 


Net crude oil and condensate produced, including 
participation and long-term purchase arrangements 
(daily average barrels) 

United States 


Galifonia——-OMnShOre sc... 0066 sok cs decd aes 8,600 7,900 6,100 5,600 6,000 
OUSHONG ers esate cierraecoare Geert 5,000 5,600 6,200 6,900 7,700 
13,600 13,500 12,300 12,500 13,700 
Honisiana—-OnShOrG mcs.) ous accel. aa an vee 4s 61,500 68,200 80,700 96,800 106,000 
OM SHONG Ret asa. wpnsin Omer. es: ee 57,000 50,400 53,300 64,400 76,200 
118,500 118,600 134,000 161,200 182,200 
WESSES: 5 8.0, c.0:io. cco GRA en ER RRC tee ed ee 144,100 161,700 183,800 197,900 211,300 
MISSISSID DIMeENO hence fakes areca ess terse xyes 18,300 20,100 21,700 22,600 24,100 
WHMA. &.c2igrb: C2600 ARERR RICE sane ae ma 9,700 13,100 15,400 10,000 7,000 
NGWRMEXICOmpmrt in eihiatis se ois ie ee btm s eaenanes 11,400 11,400 11,300 11,900 13,000 
OkKiahomagerrwrs vets ccke< hc ncitle ec d-aniem, ayes « 9,800 10,200 11,000 11,700 12,200 
VV OMIM QMerteaeraaritee steers ear dat sic aste eile sca als 5,800 5,900 6,500 7,000 7,300 
INIELSEINE) oe n\a-o oicah Gon ncrOcoICD CRON Ra RCReRC eee 1,200 1,300 800 900 1,000 
IEITNEVEES 0 guis 0. ceded, Cuore CRORE R ean eRe at eae 1,200 1,300 1,300 1,500 1,700 
PNiKanS ASME Prensa eheen niche) os due seeieiabe Sahele e 1,300 1,100 900 800 900 
OURED? — s o%dis-oo.ciira) Gin SOE ERO EER ee er 2,800 2,400 1,900 1,700 2,200 
Mota mitedistates jase ween «canes aes 337,700 360,600 400,900 439,700 476,600 
CATMEGIEY @.£ o Saupe oc ID IRC OE CCR ae eee 71,000 79,900 89,200 113,400 103,600 
Latin America 
WMenezuela—-EQuity vicina dss amneereeoneem eae ~~ 146,700 161,400 166,600 157,000 
Long-term purchases ............ 98,000 — = = = 
ECU ACO EQUITY meeercrsto tls Concer, susie 346 Gos aleve wee 67,400 49,500 65,300 86,600 31,900 
SOOM A——EQUIALY Meters caus sh onser ove ee cie) «rahe cette each. ® _ — —_ = 17,500 
MotaWatinsAMeniCam.. «0.6 cece s esas oe 165,400 196,200 226,700 253,200 206,400 
Middle East 
Kuwait 
FEXSTUINGY? sc:.0) 4 cm, 90- Cue ROR CR EeE ORGIES Rn PRR ee ac —_ 120,800 531,100 1,039,500 1,569,100 
Rarticipationspunchases....25....... 9.00% .6 — 86,100 521,000 346,500 — 
Bong-tenmpspUnChaSeS: «..ccc.0c0 cesses ne nes 520,900 454,300 — — — 
520,900 661,200 1,052,100 1,386,000 1,569,100 
Iran 
EQUITY Ry eritiS csceis ie skies weve ce biel sacs _ — — 70,600 272,800 
Long-term pu RE NASOSHRMAY tend ne Soa is 310,600 331,700 293,000 236,200 — 
310,600 331,700 293,000 306,800 272,800 
HOLA MICGICREASt#i. sete re see cis eles sace ee 831,500 992,900 1,345,100 1,692,800 1,841,900 
Africa 
Nigeria 
EQUILV Err ietyyci sa aicke secant vines cgiereree 131,800 102,200 297,700 364,600 325,400 
Panticipatiom) PURCMASCS 204.6 we ne wa 97,500 79,600 71,400 — — 
229,300 181,800 369,100 364,600 325,400 
NPOR=ARCUiM sosopesoonoo pomocone ous opaDS 77,700 133,800 150,700 144,200 127,100 
(TAlVWINAAoWy o> oecsndeogcesc.0Go00d duoourK 3,200 4,000 — — — 
TANGE=AR CUNY 013.0 coo eld Gh Open OO ice Oe 12,300 — —s = ae 
1ROnEL! (NTO co c Gre peo aoe tra Dane mpmcIore 322,500 319,600 519,800 508,800 452,500 
EGUILVEINLGhe Ste (Otel) mera dacieiueilcrrstren sts cite 2,200 2,900 3,000 4,200 4,700 
Total net production, including participation 
and long-term purchases .............. 1,730,300 1,952,100 2,584,700 3,012,100 3,085,700 


Gross crude oil and condensate produced, including 
participation and long-term purchase arrangements 
(daily average barrels) 


Wine! SAVES. o ou ac odonp SoU OOd oO MouigS odo cine 400,700 426,500 476,500 525,000 566,600 
(CBRE) ooo npbodunsucnen Gouge ueoU oes ome Cao or 106,100 117,100 127,200 136,300 121,100 
(Owner TROMACIl sonnsnasoososeuoumoodonmned Dod 1,515,300 1,598,500 2,143,600 2,521,600 2,588,200 
Total gross production, including 
participation and long-term purchases... 2,022,100 2,142,100 2,747,300 3,182,900 3,275,900 


Total operating data in the five-year statistical summary includes 100 percent of volumes of all consolidated subsidiaries (more than 50 per- 
cent owned) and equity interest in companies owned SO percent or less. 
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Five-Year Financial and Statistical Summary (continued) 


1976 1975 1974 1973 1972 
Gross Net Gross Net Gross Net Gross Net» Gross Net 
Oil and gas acreage at December 31 
(thousands of acres) 
United States 
Producing 
Onshore .-itnsaiatceaht hake ostream 4,232 1,576 SOVGmnlb oO eo 3,580 1,461 3,505 1,441 3,370 1,443 
Offshore: ..05 oho eee eee 233 158 213 156 185 146 178 144 eee 149 


Nonproducing 


Onshore: .20-6. ¢o os eee ere 18,203 10,491 AZO 4eee 9.912 CS eo 006 12,564 7,439 11,373 6,204 
Offshore! -.::.225 ee er eee 523 286 483 266 381 We 259 118 156 68 
18,726 10,777 17,997 10,178 17,218 9,730 12\823" 7 7,557 11,529 6272 
TOtal S10 ok 8 eo atin ee ae eet 23,191 12,511 22,088 11,857 20,983 11,337 16,506 9,142 15,076 7,864 
Canada 
Producing ‘x... occ oe ciao tense nero erege 1,831 1,003 1,622 874 1,614 903 1,559 855 1,483 818 
Nonproducing oa m - -r:sx. et mc eee rare 86,902 24,169 91,233 25,203 80,772 23,728 86,264 24,813 54,127 23,272 
Total hs Sea) ect ees 88,733 25,172 92,855 26,077 82,386 24,631 87,823 25,668 55,610 24,090 
North Sea—nonproducing ............... 2,031 760 2,141 821 2,533 958 25,080 4,431 24928 4,355 
Africa 
PROdUCING ion atm neue cca toon ee Omer 5,181 3,037 4,934 2,914 4,934 2,914 AN OSMEES DLO 4,793 4,793 
Nonproducing Waeace senor rea 12,205 5,012 26,747 20,509 30,499 24,055 27,852 22,202 27,852 21,583 
Totalia Scio eae ee ee 17,386 8,049 31,681 23,423 35,433 26,969 32,645 25,772 32,645 26,376 
Latin America ; 
Producing: i4ac85 «ci aceos ite en eee eae —_ — 2,824 1,043 2,824 1,195 2,822 1,194 2,823 1,194 
NOAProducing 2s, bush cicscuetecate ore — oo 443 167 443 167 988 556.) aliv/acilomemouteo 
10) ¢21 Pie ei ra PPIs Gs cob ocid eels o8 ¢ — — Sas 1 211(0) 32 Omnncoe So SiON 750m ZO SOMO ono 
Middle East—producing ................. — — — — 1,648 330 ileal 856 48,683 4,144 


For additional information regarding the Company’s oil and gas acreage, see Form 10-K, Item 3 on pages 54 to 56. 


1976 1975 1974 1973 1972 
Gross Net Gross Net Gross Net Gross Net Gross Net 
Wells capable of producing at December 31 
United States 
Oi eibauatey borane oiine.c tos epee sce aeieeee te een 33,196 12,037 32,476 11,726 33,661 13,519 30,876 13,181 30,274 13,181 
GASP eke cr heater cc ae Eee 3,502 1,719 Shei. alalets) 3,975 1,754 2,904 1,705 2,784 1,635 
BF Otal ford trek i ea. cree eae seen eee ae 36,698 13,756 35,873 13,381 87,686 15,273 33,830 14,886 33,058 14,816 
Canada 
Ol eheert ter nn atet cacicr ot: aoe ge eee ae eee 5,487 1,207 5,471 1,175 5,451 1,184 SOCome e203 5,675 1,223 
GaSe tasepin: tee eee ee 920 230 867 225 839 216 829 212 810 207 
"FOtA eetaard s ere t Seneene 6,407 1,437 6,338 1,400 6,290 1,400 6,407 1,415 6,485 1,430 


Gas ie het eagle eee 3 1 22 8 "93 8 23 9 43 0 
Total’ (escete, co: eee ee 425 235 5,011 2116 5926 2373 5,761 2,447 6008 2,514 
Total eh os) ee hoes a ee 43,530 15,428 47,522 16,807 49,852 19,046 45,998 18,748 45,551 18,760 


Wells drilled during the year 
United States 


@ | otcra anemone oe Mahan Steen nda cla bran 1,170 474 919 466 879 450 624 289 568 342 
Gash caer eee oan a ee ee 169 99 129 62 100 41 73 40 69 45 
DIV fier scpacsusren ic aN ae crac eae een eee 138 98 116 67 110 68 89 59 99 65 
‘TOtal xe foc atok tate cic ents eee 1,477 671 1,164 595 1,089 559 786 388 736 452 
Canada 
Olly Sree Bice eieecet phonons eee a ae 17 12 16 8 30 12 25 35 5 
Gas Big as Ce ee ee ee 70 29 41 18 27 10 25 13 14 5 
Diy ina tes opcckoscs Bei Sete tena ee 37 18 37 19 PX 15 46 25 15 
TiO te REE cent oc oe Soucek eects Ape 124 59 94 45 84 CH/ 96 49 74 25 
Other Foreign 
Olean. deve ctee rach vic ete meee 36 15 126 51 231 94 175 103 179 76 
GaSeiwtach as: cnt oe teas on ee 4 2 2 — — — —_ —— 3 2 
Di Vestetaesis 3, sith ehelaic, leusraaete trae scene eae 25 10 52 22 61 27 65 39 66 31 
TOL 3; 45.0 ceca. 2 ee ee re 65 278 te 73. —eeo8 121 240 142 ae 248 109 
Total Where: 50's sos eapiten. «co 1: Sone ee 1,666 757 ~—«-1,438 713 —-1,465 Tie 122 579 —*1,058 586 


Gross wells represent the total number of wells in which all or part of the working interest is owned by the Company. 
Net wells represent only that part of the working interest applicable to the Company, that is, the sum of all fractional interests. 
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1976 1975 1974 1973 1972 


Net natural gas liquids produced (daily average barrels) 


WinitedeStates Me rrst Sain. eS oteon. 2 Sula i UR eR oD a 60,800 64,900 75,400 80,100 84,300 
SELTEVOES 5 ad6eie) OO Cire a eee gree a ee I 9,800 10,900 10,000 11,500 10,200 
PME DENIC AME tatW sets Nese 'c hs Sha cs apsreiiare stares co cei he -—- 2,000 3,200 3,900 3,500 
NU NORE ASL Meret tes ace oc arte ccy oe Seas DEL a a Oo bs — 10,200 26,800 32,700 30,000 
LICL) ere ote Sisadn- Ch ARGO rk tue aR AI: 0 Reo, eR ZOE 70,600 88,000 115,400 128,200 128,000 
Natural gas liquids sold (daily average barrels) 
WinitedeStateS@arrm tm acc wit ck Ce ctes eee oy nla te aeer es 100,900 90,000 86,700 122,300 130,100 
OOD CM RN orn): Fine waies oct So iw ae a eens 29,700 27,100 24,900 24,600 25,200 
[Lewin 7NAMSVISE) 5S bidig,aretarceo oe meee See ee 3,600 2,800 6,500 5,500 7,100 
ORAS 2083.8 9 Tae ogee a tea ee ge 8,000 8,300 8,100 8,000 6,800 
NALSTELG) IBET Eo ca des ciepeicae Of asc Pa meme yee Sea ren ea ae 400 10,900 24,300 35,600 27,600 
AS] Qe EMC en nie ie teberee Game nutielé ole Su ours v witde ae Obes 4,200 3,400 2,400 1,800 1,500 
Otal wert tests site baris ey ais ieliny's chaiatiets sie vate ee 146,800 142,500 152,900 197,800 198,300 
Net natural gas produced (thousand cubic feet per day) 
United States 
GREED athe diy 5 Guo saa ge a 794,100 974,600 1,118,900 1,234,000 1,325,800 
BouiSiana——OffSnOre maw eeteeks ee the Join tees eed Aan 399,600 429,500 436,600 536,900 623,700 
_ EINES Woes ao bin eae ee ae err ora 198,100 245,400 302,900 368,300 416,800 
INGWEMEXICOMer re reeprsc ss mics a aueteisga decd le weel'e o bearaidat 5 Oe 168,100 154,400 156,100 150,100 142,900 
(OVGEINGTINEE!: oia.a.d chaidies Oda nck CROSS Se Re SNe ni eR 69,100 71,300 69,200 66,900 76,100 
Oth ones Mewes er, Be oes wks aoe ease Me 83,500 83,200 99,200 120,400 130,900 
1,712,500 1,958,400 2,182,900 2,476,600 2,716,200 
TIVES 0.0. 3 i= abt, OI Cres ine Na ae ree 322,600 369,300 405,500 434,300 448,500 
Latin INGNEIRGEY 31525 6-6 BSH oath eG. Ran oes eee tee eee ee — 98,700 99,500 91,000 78,000 
MiddlogEastmreges merrier o kasiucrn'c s csictsleve arene Givauctoheeeonsns — 7,000 340,500 358,500 329,400 
UOLEU . os G10 co 5 Reto Bich ty CRORE CEN 2,035,100 2,433,400 3,028,400 3,360,400 3,572,100 
Natural gas sold (thousand cubic feet per day) 
United States 
Regulated 
MeXAaSseastermircit cascrcss Seve mse eee cue eM anata tesla, & Seoedtetter os 361,900 357,500 391,200 509,100 604,000 
ChEFVG Mareen fers ch tere ois caster cae sud nar att ceiets) oh bite loons: onaes eaustiens 991,900 1,172,900 1,211,800 1,358,500 1,467,000 
1,353,800 1,530,400 1,603,000 1,867,600 2,071,000 
NONKeQUiatedmewerrcer sm ces yo tas akc. corteelowe'e eirss a cceatie oes 510,600 540,300 701,700 764,100 811,000 
1,864,400 2,070,700 2,304,700 2,631,700 2,882,000 
GCEMECD ac. coin ob AG. cS ULOIS CEEOL ete ena 455,000 481,100 492,200 499,700 512,000 
BatinmAMehiCamenemurtnee iy crake: cccitic a schishericte Git mb's ckomee as — 123,300 122,000 99,500 77,800 
MIGGIGE EAST eerie ste er bess tctes tna neve as oimieuster etree cueie cinee e, che — 7,000 44,500 114,600 103,800 
TROT: dc0'5 cdpaltacr olen Oto CCN ROR IST eI area 2,319,400 2,682,100 2,963,400 3,345,500 3,575,600 
United States imports (daily average barrels) 
Crude oil from 
NEGELUEL. cxodiom the 0 oso hEtic Seton CIO Cee SEO ne one 203,400 118,800 160,900 59,700 25,000 
LeEY 5 s.qrao'S Gis cua Ot aes aeRO ee eee ee 43,700 13,800 — — 1,900 
TANT REY ho: Sudyty Be, ty NOC ENRON eR Ron RNP tg eee oe 20,500 —_— — — -—- 
UinitecwAna DRE MINAtCS mitts aco ces gates Sree cis iteles wiarecsh ab ieat 17,900 — — —_— — 
AS iL meen re aPC eon tied ao cctayecuceid \eya ebaySaarnaitanacete atone 8,400 5,400 1,400 2,800 1,700 
INST EEY 5-0. 010 oben bene adhe Poe ekO CEM OOO ok 6,200 60,900 34,200 37,600 4,900 
(CHTYOLT) o 5.5.0: o thd fad OLAS ORCE IC aa aca ae ees Caen 5,900 2,900 — — — 
CANA Amen Ree Leica retetc rane. os coshaves sis evsildt ates. axcticleweliet els 5,700 14,600 22,400 28,700 23,600 
ECUAGO me ee cree ain onal. so derstetae ye oe who moe ete 4,700 6,300 11,200 4,100 3,500 
SAU PAT AD Amu incre etatarisiare c. claie a shaabeislorn.sat ececshseyitine 2,700 3,100 1,300 2,400 — 
WOINGVAITIE os eiocact lola in he, EA ee ROSE a Ces earn ioe 1,200 13,900 19,800 18,900 9,900 
OUT em rere coed nice op pores cre der si'c or taisettal ne ave deb euseahenayene 5,800 9,000 13,700 5,100 5,100 
HO teal entrees s Aicrctay ce GiewNc kos cis. c5.v vir ieicus (i's 6 sob eeekelieiers 326,100 248,700 264,900 159,300 75,600 
RETIMECC BO LOCU CtSummmm re tam unit: osrexel csi s occ suet sits fap ors Iv! aus’ o/-«-evabetrenellesroge 18,500 18,700 68,200 73,100 72,600 
Chemicals sold (thousands of tons) 
United States 
BanzencanciothemanOmatiCS mattis. crcrmietaresisie crete tetera 820 620 840 840 660 
Ethylene and other olefins ........ 6.2. eee erence ee eens 820 620 730 730 620 
BIGStiCs meter ier tet trees: cant hats Star ocayetousialege, a 6 sxereiemarel drome 250 220 250 260 220 
SECC) MECHENS occecbeaacuse ubouoDOdDacodouDooabd0c 190 220 220 220 180 
OLA? o0So mod DDD DOGO ClO RON IOI Po Dy Oo onic orc ___780 fe AAS meecco 1,200 Pa 080) 
2,860 2,450 2,920 3,250 2,710 
Foreign 
Benzene and other aromatics ............seseeeeeersees 450 370 660 580 700 
Ethylene and other olefins ..........--e see see eee necese 740 470 580 660 400 
[ECCS 5 ono 4 dee bimentols uoaiowd J OmUI Dimoto Satie india. o ip. doo 80 110 110 110 70 
OURS rere ee tice ele © eer vuctoonss 6 vlsualone epuceltehelin: su syerenores fers ____ 830 ee 30. 910 pn t770 ots0 
2,100 1,680 2,260 2,120 2,300 
TSLCH ano oo a cun Of GOO DOOM D miaG feo ca 0.0 4,960 4,130 5,180 5,370 5,010 
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Five-Year Financial and Statistical Summary (continued) 


Refining 
Capacity 
12-31-76 1976 1975 1974 1973 1972 
Crude oil processed (daily average barrels)* 
United States 
Port Arthur, PexdS.t2..ca; 0 een ean een emen 312,100 304,500 289,200 299,500 307,000 273,500 
Philadelphia; Pennsylvantal tro ssacren nectarines 204,200 153,500 156,600 176,700 164,000 162,300 
Alliance; Louisianamen. 0. qercin eenee eens 195,900 200,700 134,200 154,200 181,600 166,100 
Toledo;..OhiOs noe deh ecard oie eecceneeeeenee nne 50,300 42,800 46,800 49,900 49,200 45,900 
Santa: Fe! Springs. Califonniatta-:na-nreine tartar eta 51,500 49,200 45,700 47,100 45,600 42,000 
Cincinnati, 'OhiGis. nase oue oii cee eee eee 42,700 43,600 38,000 40,700 42,400 40,400 
Venice, Loulsiandtis::eusminsnateeiee ite eee ee 28,700 18,400 19,200 20,200 17,400 15,700 
Hercules, ‘California’ .235 5.0 vac eie cistern eee —_ 1,900 19,900 19,700 21,000 15,200 
Processed by others for Gulf 222 .)-2)25 2 ee ere —_— —_— — 5,000 —_— 8,200 
Total United\Statesh > ssames sere cieie een 885,400 814,600 749,600 813,000 828,200 769,300 
Canada 
Albertasi5 0232 Geis he eee eee 83,200 72,400 77,900 77,600 70,200 59,300 
QU CDEC ic ao BE eis ned seria ieee SD oO oe ce aera 77,300 63,900 62,300 69,100 70,400 60,800 
Ontario. ose en Sean ee eee 79,100 60,900 58,600 62,700 57,300 56,100 
Nova: Scotia seus cheeeh op eee ene en eee 81,000 46,000 53,000 71,300 79,900 77,500 
British: Columbia: i520 sco cee ee eee 44,900 44,600 43,900 44,200 43,800 37,500 
Saskatchewaniis: ahkia wie. oe are cecum anaes 9,300 6,300 5,400 3,700 3,300 4,300 
Processed by others) for’ Gulf sae. ae eae — 1,300 2,300 1,900 ; 2,300 1,700 
TotaliGanadaicsichis 2 5hs sae eetoae sake eee ae 374,800 295,400 303,400 330,500 327,200 297,200 
Latin America 
Venezuela: i 30 oe. oe setae cies pene eee ene — — 75,500 96,000 85,600 128,500 
Puerto<RICo me satin G ete ele hed token eat teen eee 37,800 34,600 35,200 34,200 26,700 33,900 
ECuad Often. 2nd) 2 « <cbua cts tare see ne eae — 7,300 7,200 7,000 6,300 5,900 
Total:Latin: Americal a. aeiacatin erent 37,800 41,900 117,900 137,200 118,600 168,300 
Europe 
Wales sfudaiecateu cs eect eee ee ee ee 103,000 49,500 45,800 66,100 93,600 75,000 
Netherlarids sasa0ecc. snc at cnc teen seen eae ame 94,000 64,600 49,700 72,300 83,000 77,900 
Derimarkirs seis: © res Wil ened eiieciiy atetiee see es chee ee 90,000 74,100 70,000 88,100 90,900 91,200 
Italy s-.cRlge-d-.c at yore ol era cane eee eee ene eee 81,000 64,100 59,100 68,300 57,200 47,900 
Equity Interest 
Erance: (18%)! Fae sss scat cc otoncen ose ee econ eae 57,200 50,800 54,000 65,000 62,000 56,500 
Spaini(G4%)) 22 hax nasberoe ic herone Oho ee eee are 38,400 47,300 48,300 49,100 53,100 44,600 
Switzerlands(2596)) serve maar tench. ser eet a ee 15,000 14,600 13,700 15,200 13,100 11,500 
Germany acces aa, aes s Rr eter Lenore ee eee — — — — — 23,700 
Processed=bysothers for Gulf; eeener ene — 20,700 35,100 38,700 34,900 41,600 
‘TOtalcEUropescrcsteccscnstee carat eer ae eee 478,600 385,700 375,700 462,800 487,800 469,900 
Middle East 
KUWAIE “oes cats esau, Vince ate aie ta oe cs, 8 eee — — 3,600 59,100 76,200 93,000 
ic: ar Neem Wintec reneey arent GBR Ek Rn ats inna — _— — —_ 4,700 21,000 
Processed by others for Gulf (Iran)). 2.2... 408. —_ 15,100 20,400 20,800 15,900 =e 
otal: Middle East aspires in ncn eee _ 15,100 24,000 79,900 96,800 114,000 
Asia 
TAIWAN La. Foti seen tats aides oeooteedey AON Ai Cone ci Rae re 12,500 11,300 12,100 9,600 11,400 10,300 
PhilippinesAczs.4 Sehadci ss osteo Gl eee — _— — — — 15,600 
Equity Interest 
Korea: (5096)) Pain. Saletecn cance nes in eee ae 107,500 100,600 89,600 82,800 74,700 68,900 
Okinawa; (45%)) “sa rasarcctae cae n cacnee ite ee ere 43,200 32,000 28,600 35,200 31,400 33,500 
Total ASlaraae «naps cae atte sent nthe eee 163,200 143,900 130,300 127,600 117,500 128,300 
HOt scutes aca esses Ste.) ac ceaice ca aceon Ant aa ee a 1,939,800 1,696,600 1,700,900 1,951,000 1,976,100 1,947,000 
Percent of refining capacity utilized 
United! ‘Statesc tie etec a ae. cn ee ee nee 92 87 93 96 90 
9] C2110 [Cp RENEE ES cach. Sencceemh SOUS Staa Micneaiains o aicolorae.: 79 75 83 85 83 


“Includes crude oil processed by the Company for its own account and for others, and by others for the Company’s account. 
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a 1976 1975 1974 1973 1972 
Refined products sold (daily average barrels) 
EC CRS tatOS werenetend chs crac cle tisri: shccae stan e seeders cron § 828,600 805,700 860,600 911,800 812,600 
(CEMTEWEY 6, 3 n'S'o d'eleis Sri CRORE R ESR Ieee eae 258,000 263,500 268,300 267,700 245,000 
atin@AMON| Calmemye nye tovstecsrs.-f ive iors on shoei menace eeeun 60,500 79,500 83,100 76,700 86,900 
EO DOMME Pay rs ets cre ciecaie air .c casts wloe wschiag ere ub oe 318,900 320,100 297,400 352,000 349,800 
Middlesastarpactesa te ok ket cia Gece ete Je 4,900 18,600 50,900 75,900 85,600 
INSTE! 2s 06.6 0b Gea GIONS EG LORIE TR SEE ie nn 138,400 122,800 112,500 107,000 106,200 
SOLS Irmetterte reste ate tal Noes suede Cudenriccie nse Saco eh 1,609,300 1,610,200 1,672,800 1,791,100 1,686,100 
Refined products sold (daily average barrels) 
United States 
Gas Olitcmmmrenrrd tat ciercke tre eosin coin e mice cata 479,600 467,900 476,300 502,600 428,000 
DISti At Omemeerrrcr ar erpiiere ake sae dis Ghee ess os oan aS 213,500 208,700 232,300 229,400 220,800 
IRESTOWEN  ¢ cicto w cigchaahd 0 OR MERCIER Re earn arene nee a 61,500 64,000 69,200 97,000 82,500 
KErOS GIN Omri creretai oieiGa tiers) suaiene: oceie) aielesasuensisndre.s 41,000 39,800 47,000 45,700 45,300 
RUD KI CAUNOSOLSMHEMNe et aioe reer ieiiol ke cs maces 10,900 10,000 13,000 14,900 13,200 
OthommanutactinedeoSwerier as ccica sccm ese ae 22,100 15,300 22,800 22,200 22,800 
TotaleUmitedeStatesivrs cece sec cit cin ery a teas ace 828,600 805,700 860,600 911,800 812,600 
Canada 
GaSOlinemerraei Mowe tis nisi cans cet c blaeielhs awa s 106,500 105,800 108,500 111,800 93,400 
Distillate mememrct tess: conte qe isis cyers ors b14 Gusistateuace Wea. 82,100 81,900 85,400 84,400 81,700 
ROS Cltalmmewicrbariern © sft lie a's.0 © cre iis veiale vise aleve Ghia « 38,900 42,100 41,900 40,800 42,200 
KGVOSOMO MEE ERI Chasti iii tescnlsnie horse tlete als cu elace 2,800 1,600 600 500 400 
BU HCAtINQEOUS mere triniioten «© cate coss vivec cays ce ahinern « 2,100 1,900 2,000 2,000 1,800 
BeOinermantractured ONS. 22. een e cece eterna 25,600 30,200 29,900 28,200 25,500 
MOtaleCamadeweres cies ti e-svscsderain tee ireapa oosle ts eve us 258,000 263,500 268,300 267,700 245,000 
Other Foreign 
Gasolina meres r cies crys it spun sfcdeintecaie reste avons woes 0% 81,000 89,800 82,500 95,400 100,600 
SUH atOmmmrtetet atte ceuciotcvanc et sie cesis corer slinle eos cs vei rele e 159,400 167,900 151,000 185,800 187,200 
ROS) GU alert tare sles aicie <csteieratelgue ie eusteraycvalacecaiacs 200,000 214,400 239,100 253,800 261,700 
INGTOBIEING) c olsinb ro. Sac Gti ne ICR en ea 29,100 24,000 21,200 24,200 23,900 
PND HI CALIMORONSwrmte retort chloe ose syatks citi ehave. sisters 8,600 6,500 9,600 10,700 9,500 
Siem mManutactured OilSim crt ccc a sw eee s « vi mursate 44,600 38,400 40,500 41,700 45,600 
OTA Sia OLOlG Mitac < sicieitatetsias arches sien tine 522,700 541,000 543,900 611,600 628,500 
YORE) 5.4.05 0 06-00 0 OIRO C EER a ere err aen ere ara 1,609,300 1,610,200 1,672,800 1,791,100 1,686,100 
Marketing retail outlets* 
United States 
WCAG mODOLALeC rye ne ecks wie sie ao am ele Slee wre 17,533 18,182 19,484 22,146 24,344 
(CYorrnl slaw rey Nerelereh. a5 Sad o.ciee oo On erimere Geiaed clean 1,323 1,018 443 135 42 
18,856 19,200 19,927 22,281 24,386 
Canad cami Picietoie oie stsie. siatossc/s aia! sieious, airs cies 3,884 4,373 4,814 5,184 5,234 
ESO G MEP RRR rir cee aioli ci eiccick efellsi eueele ice G80) ala) «irs 4,055 4,081 4,234 4,554 5,015 
OWNED TROTENCIN 6 oc os o db colo OOD One ore ore tonsevor IC 283 369 376 446 494 
TILE) a ioc eoleee Oke RCO NSIS ORSINI Ieee ee eo 27,078 28,023 29,351 32,465 35,129 
*Excludes equity interest retail outlets 
Coal mined (thousands of tons) 
United States 
Su taco mentite aa ort oe as ence wis soba Rachie love avsuarkiere. > 6,500 5,700 6,000 6,500 5,900 
UINCETGIOUMC! . 5 54645006 co Oe0 oo 0m Hb Commo bor 1,400 1,600 1,500 1,600 1,800 
TRON). wo nsuero ow a crear URCIO eROR DENRA Orn nen cate xorcee aor 7,900 7,300 7,500 8,100 7,700 
Uranium produced (thousands of pounds) 
GANA RT a rarete so eriie siarai os dig areas 40s foceyauenece tn o,ome 1,900 370 — — ed, 
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GULF OIL CORPORATION 


FORM 10-K ANNUAL REPORT 
AS FILED WITH THE SECURITIES AND EXCHANGE COMMISSION 
FOR THE FISCAL YEAR ENDED DECEMBER 31, 1976 


item 1. Business 


The Company is an integrated petroleum company engaged principally in the production, purchase, 
transportation, refining and marketing of crude petroleum and natural gas and products derived therefrom. 
The Company also receives revenues from other activities including chemicals, coal, uranium and other 
nonpetroleum related products and services. Geographic distribution by major business segments of 
sales and other operating revenues and income before extraordinary items for the five years ended 
December 31, 1976 was as follows: 


Millions of Dollars 
Years Ended December 31 


1976 1975 1974. 1973 1972 
Sales and other operating revenues 
(includes consumer excise taxes) 
United States 
Petroleuitiy ie.ducch Bere ce eo ae ee ee $ 7,247 $ 6,614 $ 6,667 $4,260 $3,630 
Chemicals vei s-oce gee erie en ece ae ea ene 669 536 539 285 225 
Nuclear sss 2 sat bbs aad vie ee eee — —_— 21 33 34 
Mirieralls. ts 4 ics. wes eccensis ire ie tase oe cotepnaem erence arcana 183 ie 53 47 42 
(O) ig =) eee ReeE REM e LES eS ee RS ho Nines ct Oh Gratin eictts 1 5 —_— 1 13 
8,100 7,230 7,280 4,626 3,944 
Canada 
Petroleum’ .s2. 5.56 oe ae ee ee ee 2,140 1,788 1,557 1,108 926 
ChemiCals si ad.s cctetkitennthe nee sto ni ee ee 127 100 RYE 63 63 
Minerals). ste bcd chet hs aeuie okeen etna ace nee area fees 23 2 —_ — — 
2,290 1,890 1,654 1,171 989 
Other Foreign 
Petroleum: 2c See ich nc sa secncesca eee pee ee ee ee ee 7,448 6,541 8,759 3,939 2,616 
Chemicals) Sioa tae Sree ee 266 176 259 107 75 
Minerals (2%: 00:2 s0a saa trod eee ance setae Rem Ie een 10 — — _ = 
O) t=] geen rermrare eee PAP Ione are Rae! SLT oe Bche cece Goo Ghee 3 1 — — = 
7,727 6,718 9,018 4,046 2,691 
$18,117 $15,838 $17,952 $9,843 $7,624 
Income (loss) 
United States 
Petroleumip wns es Serer cue ar eee ce eae ene eee $ 365 $ 459 $ 420 $ 364 $ 357 
Chemicals: . shall stint a elscatera gwen oie eee ae eae 94 61 96 10 (3) 
Nuclear. cotta eed oS. ee Accent ae teans Ce ae (9) (10) (94) (132) (31) 
Minerals's.-5..5 sic dnete is tint thereat ae eee ee (10) (16) (15) (6) (3) 
Other sea eae ect ns ste een 6 eee -— (16) (6) (10) 1 
440 478 401 226 321 
Canada 
Petroleuiny o.5. 4 sia ieeie eee teed ee 102 104 68 64 45 
Chemicals: 2 5.2 svaias «ucts abies reemenrne eaee 7 10 9 2 (6) 
Mineralsixgec . Soeur scstinalthe sake ccleaner eee eae ea 5 (10) (7) (2) (2) 
114 104 70 62 37 
Other Foreign 
Petroleumy snita2 srinik erent eee eee 215 109 526 496 105 
Cheimiicala 2 sia! s ive dna crotiie tok erase rete eat a ee 47 13 71 17 (16) 
Nuclease’ + ss uies ids). na eee > Cee cee (2) (4) (3) (1) ee 
Other cd Satara 5 Soccer rier yee een 2 = == = se 
262 118 594 Sila 89 


Operating data for the Company and consolidated subsidiaries appears on pages 44 to 49 of the 
accompanying 1976 Annual Report to Shareholders and is incorporated herein by reference in further 
response to the requirements of this item. 

During 1976, the Company received payment from the Nigerian government covering its purchase, 
retroactive to 1974, of 55 percent of the Company’s oil exploration and producing concessions and, after 
negotiations aimed at an orderly withdrawal from Ecuador, the Ecuadorian government issued a decree 
which authorized its national oil company to purchase the Company’s holdings effective December 31, 
1976. In late April 1976, the Company resumed Angolan operations, which had been suspended temporarily 
in late December 1975. During 1975, the Company’s remaining assets and operations in Kuwait and its 
concession rights and properties in Venezuela were nationalized. Additional information concerning 
the status of the Company’s negotiations and arrangements with these and other foreign oil producing 
countries is included in Note 17 of Notes to Financial Statements appearing on page 37 of the accompanying 
1976 Annual Report to Shareholders and is incorporated herein by reference in further response to the 
requirements of this item. 

General Atomic Company is a partnership owned and operated on a 50-50 basis by the Company 
and Scallop Nuclear, Inc., a company of the Royal Dutch/Shell Group. Continuing escalation of costs, 
other problems confronting General Atomic in the commercialization of the HTGR and uncertainties gen- 
erally surrounding the development of nuclear power led to several contract cancellations by customers. 
As a result of these developments, in 1975 and early 1976 General Atomic agreed to the termination of its 
remaining commitments and currently has no commercial reactor orders. Information concerning General 
Atomic is included in Note 10 of Notes to Financial Statements appearing on page 32 of the accompanying 
1976 Annual Report to Shareholders and is incorporated herein by reference in further response to the 
requirements of this item. 

The Company’s domestic operations have been subject to regulatory controls granted to the FEA 
and FPC by Congress. These regulations cover a wide spectrum of activities in the domestic oil and gas 
industry and significantly affect domestic oil and gas revenue and cost levels. Details regarding certain 
FEA and FPC proceedings are included in Notes 16 and 19 of Notes to Financial Statements appearing 
on pages 36 and 38 of the accompanying 1976 Annual Report to Shareholders and are incorporated herein 
by reference in further response to the requirements of this item. 

The Company is subject to various pollution control regulations of federal, state, local and foreign 
governments and has made and will continue to make substantial expenditures in its efforts to comply with 
these requirements. These expenditures aggregated approximately $195 million during 1976 and the 
Company expects that during 1977 approximately $261 million will be spent. These expenditures are 
expected to increase significantly as anticipated legislative and regulatory changes go into effect. 

The petroleum industry is highly competitive. The Company competes with other petroleum com- 
panies in the discovery and development of new sources of supply, the transportation of crude and refined 
products and the refining, distribution and marketing of petroleum and chemical products. The petroleum 
industry also competes with other industries in supplying other forms of energy and other products. 

In recent years, the normal problems confronting the petroleum industry have been compounded by 
the actions of foreign oil producing countries including reduction of production, embargoes on petroleum 
shipments to the United States and other countries, unilateral changes in the posted or tax-reference 
price for crude oil, and participation by foreign countries in ownership of operations in their territories. 
Tax legislation recently passed and other pending tax legislation both in the U.S. and other countries 
further increases the problems of the petroleum industry regarding costs and consequently the availa- 
bility of adequate supplies of crude oil. During 1976, the U.S. Senate considered a bill which would 
have required the divestiture of the largest U.S. integrated oil companies. Although this bill was later with- 
drawn, it cannot be assumed that the divestiture issue will not be reconsidered by Congress. The 
Company cannot predict the extent to which operations and earnings will be affected by these and other 
developments such as government regulations involving the passthrough of cost increases, production, 
imports, product allocations, environmental quality control standards, transportation and currency restric- 
tions, as well as labor conditions, technological innovations and further competition. 

The Company maintains research facilities at several locations, at which approximately 1,408 and 
1,435 employees were engaged in full time research activities at December 31, 1976 and 1975, re- 
spectively. Research and development expenditures were approximately $64 and $60 million in 1976 and 
1975, respectively. 

At December 31, 1976, the Company had approximately 53,300 employees. 
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item 2. Summary of Operations 


STATEMENT OF INCOME 
REVENUES 


Sales and other operating revenues 
(includes consumer excise taxes) 


United States <c.chs') oGeicats Sk ie eee eee 
Canada. secnscscka eos Oo eines 
Other, Foreignas acne ecm trate notes eer rem tener 


Interest ‘incOMe «2. a.5 one rom econo esieue doraemon: 
Equity in) earnings (lOSSCS)emrreriatcienee rere trier 
Other reVentles es noe ie so ee eee ee eee 


DEDUCTIONS 
Purchased crudecoilvand) products. aceeacinet een: 
Operating expenses) ..26. 1 gio me erie saturn chon aetna 
Selling, general and administrative expenses.......... 
Consumer excise: taxes san. ees rene ucisean merece nents 
Sales, use, ad valorem and other taxes .............. 
Depreciation, depletion, amortization and retirements .. 
Exploration and dry hole expenses .................+- 
Federal Energy Administration entitlements........... 
Interest-on’ long-term! financing’ sir... cn. iy teense siren 
Income applicable to minority interests............... 


INCOME BEFORE TAXES ON INCOME 


TAXES ON INCOME 


United: States 2... ciaacaseceeanedtete 
FOrGlOIy: Seca) satitec-aists Garris sete seer cce ene 


ESTIMATED LOSSES FROM DISCONTINUED OPERATIONS 
Nets (loss) S27 eta cianeac tes casual eee 
Pér Shareeaace rae eta eee eee 


PER-SHARE DATA 


Income before extraordinary item 
Extraordinary item 
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NetsinCome esses ce mere eres 


Millions of Dollars 


Years Ended December 31 


“Prior years reclassified to conform to presentation adopted in 1976. 


1976 1975 1974 1973 
$8,100). \$. 917-230) $7,200) eS 4,026 
2,290 1,890 1,654 1,171 
7,727 6,718 9,018 4,046 
18,117 15,838 17,952 9,843 
189 183 180 107 
40 (23) 16 14 
57 44* 53* 32" 
18,403 16,042 18,201 9,996 
10,019 7,306 8,803 3,034 
1,400 1,251 1,439 1,225 
1,299 1,216* 1,128" 933* 
1,666 1,570 1,494 1,426 
431 644 479 265 
631 628 609 610 
364 317 255 156 
214 224 14 — 
109 114 121 135 
62 60 44 36 
16,195 13,330 14,386 7,820 
2,208 2,712 3,815 2,176 
226 120 61 35 
1,166 1,892 2,689 1,341 
1,392 2,012 2,750 1,376 
816 700 1,065 800 
816 700 1,065 800 
5,320 4,951 4,193 3,689 
(336) (331) (307) (296) 
$ 5,800 $ 5320 $ 4,951 $ 4,193 
a ye | ae ee a ol k= 
CP ees Se egeee oe + aoe ae 
$ 4.19 $093.60. soy 25.4 cg om cG 
$ 4.19 $ 30S) 6 47 Sec 
oe Se 1.58 1.50 
194,804 194,710 194,658 197,250 
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1972 


3,944 
989 


2,691 


7,624 


7,708 


1,937 
1,110 
896* 
1,381 
228 
576 
144 
147 
22 


6,438 
1,270 


3,803 


(311) 


$ 


AA 


$ 


3,689 


(27) 
(.13) 


2.15 


(1.20) 


$ 
$ 


95 


1.50 


207,666 


Effective January 1, 1975 the Company adopted Statement No. 9 of the Financial Accounting Stand- 
ards Board which required interperiod tax allocation to be practiced on certain timing differences. The 
Company implemented this change on a retroactive basis by charging beginning 1975 retained earnings 
with the retroactive effect of $240 million. Due to the immaterial effect of this change on net income for 
the individual years 1974 through 1972, the respective prior years’ income statements were not restated 
and, the Company reflected the $240 million by restating beginning retained earnings and the liability 
for deferred income taxes in each of those years. Had prior years’ income statements been restated, 


the effect upon previously reported net income and retained earnings would have been as follows: 


Millions of Dollars 
Retained Earnings 


Net Income Deferred Net Income ee 
As Reported Income Taxes If Restated As Reported If Restated 
iA Mememree Renee irstlces ys aiseisiei he lcllevanaWeananalva we dapence 6 $1,065 $1 $1,066 $5,191 $4,951 
il ican wanes sretctetec aid sys o1a whee wade wale mene 800 8 808 4,433 4,192 
TRIALS 85s & Ber See BO ale CaRPENOPOR RUE nen re eR ee 197 3 200 3,929 3,680 


A report, dated December 30, 1975, of a Special Review Committee, appointed by the Company’s Board 
of Directors, concluded that during the period 1960-1974 a total of approximately $12.3 million of Corporate 
funds had been used for political contributions and related purposes, some of which were lawful as well as 
others which were unlawful. The report indicated that somewhat over $7 million of this amount was ex- 
pended by the Company abroad, most of it under circumstances which the Committee found to be lawful 
or as to the legality of which the Committee expressed no view. In addition, the Committee indicated that 
somewhat less than $5 million had been made available for political expenditures in the U.S. much of 
which could be characterized as illegal. Additional information concerning these matters is included 
under Item 5, Legal Proceedings. 

Those portions of the $12.3 million recorded in the years 1974 through 1972 and charged as oper- 
ating expenses in the Company’s respective income statements for those years are as follows: 


Millions of Dollars 
Years Ended December 31 


1974 1973 1972 

GSC! STEWS: 05 wio'd 55 Seb Win Stl OGRA RRC ROSSER CaN er Tun er $0.0 $0.2 $0.4 
OLGIG Il MweeaeMnret Memento chen ect arate s 2 Sicha jer elicreoainire; © Siri Ge lo) wl swestisraubno|elegiele Gewmvelin sle8 + 0:2 0.4 _0.6 
WORE! 5 cvo'p cw ani Gea & pice ck WINER ORG TORE Ee CacROnC HSIAO ee Ur gr ae Pee $0.2 $0.3 $1.0 


During the period 1974 through 1972 approximately one hundred twenty thousand dollars of the 
$12.3 million were disbursed from funds which were not recorded on the books of the Company and 
therefore are not reflected in the respective income statements for the years set forth above. 

During 1976 and 1975 small individual payments aggregating approximately twelve thousand and 
sixty-five thousand dollars, respectively, were paid to foreign citizens and government employees as gifts 
and for matters such as expediting personnel and material movements. 

In the course of regular internal audits during 1976, it was noted that funds deposited in four collection 
accounts were temporarily unrecorded until transferred to regular company disbursement accounts. All 
such funds have been properly recorded in the accounts and reflected in the Company’s financial state- 
ments, and were used only for satisfying lawful obligations of the Company. 


Management’s Discussion and Analysis of the Summary of Operations 


Information with respect to the Company’s results of operations for the fourth quarter and full year 
1976 appears in the section entitled ‘Financial Review” on page 22 of the accompanying 1976 Annual 
Report to Shareholders and, in accordance with the provisions of General Instruction F, is incorporated 
herein by reference. 

The following information is furnished in further response to the requirements of this item: 


1976 Versus 1975 
Revenues 

Sales and other operating revenues, United States—Increased by $870 million, or 12 percent, 
principally reflecting increases in the average sales prices of crude oil, natural gas and refined products. 
Revenues in the U.S. also benefited from a three-percent increase in sales volumes of refined prod- 
ucts and 17 percent in chemicals. 

Sales and other operating revenues, Canada—Increased by $400 million, or 21 percent, primarily due 
to higher Canadian crude oil, natural gas and gas liquids prices, which more than offset reduced 
Canadian production resulting from that government’s restrictions on crude oil exporting. 

Sales and other operating revenues, Other Foreign—Increased $1,009 million, or 15 percent, as a 
result of the general economic recovery in many countries where the Company operates, the initiation of 
production in Zaire during 1976 and the increase in chemical sales volumes of 34 percent. 

Equity in earnings (losses)—Increased $63 million, principally as a result of reduced operating 
losses of the Company’s nuclear partnership, the inclusion in 1975 of a $14 million loss provision in its 
real estate operations and improved earnings from foreign associated companies. 


53 


54 


Deductions 

Purchased crude oil and products—Increased $2,713 million, or 37 percent, as a result of greater crude 
oil imports, increased volumetric purchases of natural gas to meet contract requirements and higher pur- 
chase costs from Venezuela and Kuwait as explained below in the discussion of foreign income taxes. 

Operating expenses—Increased $149 million, or 12 percent, reflecting increases in the cost of utilities, 
wages and salaries, and general repair and maintenance expenses. 

Sales, use, ad valorem and other taxes—Decreased $213 million, or 33 percent, principally as a result 
of the elimination of additional import fees, and the absence of additional tax assessments imposed by the 
Kuwait government on the Company’s equity production in 1975. 

Exploration and dry hole expenses—Increased $47 million, or 15 percent, reflecting increased wildcat 
well drilling activity, especially offshore Texas and California, and an increase in geophysical and 
geological activity. 

Taxes on income, United States—Increased $106 million, or 88 percent, as a result of the increase in 
U.S. source earnings as well as the changes in the U.S. tax laws, offset partially by increased investment 
tax credits. 

Taxes on income, Foreign—Decreased $726 million, or 38 percent, primarily due to the absence in 
1976 of foreign income taxes relating to the Company’s former equity production in Kuwait and Venezuela 
and the shutdown of operations in Angola during the first quarter of 1976. Beginning in 1976, the Company's 
total cost of oil purchased from Venezuela and Kuwait is reflected as purchase costs whereas in previous 
years, part of the Company’s costs included income taxes paid on equity production. 


1975 Versus 1974 


Revenues 


Sales and other operating revenues, Canada—Increased by $236 million, or 14 percent, primarily as a 
result of increases in the price of Canadian crude oil and the higher allowable selling prices for natural 
gas and natural gas liquids. 

Sales and other operating revenues, Other Foreign—Decreased by $2,300 million, or 26 percent, 
reflecting the take-over by the Kuwait government of much of the Company’s traditional third-party crude 
sales from Kuwait production. Additional reasons for this reduction were the stagnant economy abroad 
and the tightening control by members of OPEC over crude oil production and costs. 

Equity in earnings (losses)—Decreased $39 million, mainly as a result of inclusion of the Company’s 
equity share of losses from the nuclear partnership which had been fully consolidated in the Statement 
of Income in prior years, and equity losses of the real estate subsidiaries. 


Deductions 


Purchased crude oil and products—Decreased $1,497 million, or 17 percent, as a result of reduced 
crude oil purchases from Kuwait and other foreign oil producing countries and reduced demand in foreign 
countries. 

Operating expenses—Decreased $188 million, or 13 percent, primarily as a result of reduced marine 
charter hire expenses. 

Sales, use, ad valorem and other taxes—Increased $165 million, or 34 percent, as a direct result of the 
additional import fees imposed during 1975. 

Exploration and dry hole expenses—lIncreased $62 million, or 24 percent, due mainly to increased 
expenditures for oil and gas exploration in the U.S. and increased wildcat well drilling costs. 

Federal Energy Administration entitlements—Increased $210 million due to a full year under the 
program in 1975 as opposed to one month in 1974. 

, Taxes on income, United States—Increased $59 million, or 97 percent, principally as a result of the 
virtual elimination of percentage depletion by the Tax Reduction Act of 1975 and a decrease in the 
investment tax credit. 

Taxes on income, Foreign—Decreased $797 million, or 30 percent, primarily as a result of the 
Company’s loss of equity production in Kuwait and reduced production in Nigeria. 


Item 3. Properties 


In accordance with the provision of General Instruction F, information in response to the requirements 
of paragraph (a) of this item is contained in Notes 8 and 9 of Notes to Financial Statements which appear on 
page 31 of the accompanying 1976 Annual Report to Shareholders and are incorporated herein by reference. 


Oil and Gas Reserves 


The following table sets forth estimates of the net proved reserves of crude oil and condensate, of 
natural gas liquids and of natural gas of the Company as at December 31, 1976. Net reserves are estimated 
after deduction of royalties and, therefore, represent only that production which is owned by the Company 
and its subsidiaries. In the United States, royalties are generally based on a fixed fractional interest. 
Therefore, royalties will fluctuate in direct proportion to fluctuations in reserve estimates. In Canada, gov- 
ernment royalty rates can vary depending on prices, production volumes, the timing of initial production 
and changes in legislation. Due to the uncertainty of future royalty rates, the net Canadian reserves have 
been calculated on the basis of the royalty rate experienced in late 1976. Estimates of proved developed 
reserves include only those reserves which can be expected to be recovered through existing wells with 
existing equipment and operating methods. Estimates of proved undeveloped future net recoverable re- 
serves include only those reserves which are expected to be recovered on undrilled acreage from new 
wells which are virtually certain of production when drilled, or from presently existing wells which would 
require relatively major expenditures to effect recompletion. The figures presented are believed to be 
reasonable estimates of reserves which may be expected to be recoverable commercially at current 
prices and costs under existing regulatory practices and with existing conventional equipment and 
operating methods. They do not include reserves that may be recoverable after the expiration of leases 
and concessions now held by the Company and do not include quantities which may be found by new 
discoveries in the future, by extensions of the areas now classified as proved in reservoirs presently known 
to be productive, or by improved producing techniques not yet pilot-tested or installed. While the Company 
anticipates that in certain fields additional wells will continue to be drilled in order to maintain or increase 
the rate of production or improve the recovery performance, these factors have also been excluded from 
the following estimates of proved reserves. 


Under these circumstances, present estimates of oil and gas reserves at December 31, 1976 are as 


follows: 
Estimated Reserves 


Net Crude Oil Net Natural 
And Condensate Gas Liquids Net Natural Gas 
(Millions of Barrels) (Millions of Barrels) (Trillions of Cubic Feet) 
United States 
ELOVCC DGVOIODGC tears eit iemincis Joc ns siecle vase Sle 976 185 6.1 
ProvedsuindeVveloped Saertammacicdss<corte ctsia «rant eneacs 16 5 
Canada 
ProvedsDevelopedinmmceic asthe Getleaeieecarct wei ts 254 56 155 
ProvedsUndeveloped tence cena itanis sare tiara fies Susans 3 3 157 
Syncrude—Proved Undeveloped ................. Doles — — 
North Sea 
Proveds Undeveloped a mcetiorei sel a cGabne sarees 126 — 4 


* Natural gas reserves in the Mackenzie Delta are not included as their recovery depends upon approval and construction ofa 
pipeline to transport the gas to markets. Gulf Canada’s share of gross reserves in the Parsons Lake area of the Mackenzie Delta 
are estimated to be approximately one trillion cubic feet. 


* 


* 


Synthetic crude oil reserves resulting from Gulf Canada’s interest in the Syncrude Canada Limited project in the Athabasca tar 
sands are shown in gross barrels as the level of royalties cannot be reasonably predicted. The Alberta government’s share from 
the Syncrude project is 50 percent of the net profits, as defined in an agreement between the project participants and the 
government, with an option to convert to 7.5 percent gross royalty. On either basis, the Alberta government has the right to take 
its share in kind. These reserves will be extracted by mining and processing tar sands. 

The Company has additional proved reserves of oil and gas in various countries in Africa. In recent 
years there have been significant changes in ownership of foreign reserves which have resulted from 
participation in and nationalization of producing properties by certain governments of foreign oil pro- 
ducing countries, and the reserves in such countries are subject to continuing changes in ownership. 
In addition, the Company has not obtained permission for the release of reserve information from the 
foreign governments in which the Company has reserve interests. For these reasons, the Company does 
not believe it appropriate to present reserve information with respect to these foreign areas. 

In addition to the above reserves, the Company has formal and informal purchase arrangements with 
several governments of foreign oil producing countries which give it the right to purchase approximately 
746,000 barrels per day of crude oil. At the Company’s option, the average daily volume can be increased 
or decreased by 10 percent and the arrangements contain quarterly price adjustment and phase-out provi- 
sions. The Company is a member of the Iranian Consortium and under an agreement between the Iranian 
government and the Consortium, the Company has the right to lift certain volumes of crude oil for export. 
At present, the Company’s share of the crude oil volume available is approximately 338,000 barrels per day. 
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Availability of Oil and Gas 

The availability of oil and gas from the present reserves, described above, and from contract 
supplies through December 31, 1977 is based on an estimate of that quantity of oil and gas which can 
be produced from current proved developed reserves using presently installed equipment under existing 
economic and operating conditions. These estimates have been based on past performance and represent 
an amount of oil and gas that can be produced from existing proved developed reserves under normal 
operations with current prices and costs. Under these circumstances, present estimates of the availability 
of oil and gas during 1977 are as follows: 


Net Crude Oil and Net Natural 
Condensate Gas Liquids Net Natural Gas 
(Millions of Barrels) (Millions of Barrels) (Billions of Cubic Feet) 
United States 3) .suisae. uk nts heim 119 19 566 
Canadian coiy ois hos Mae awd Soar teenie 26 4 117 


Additional information relating to certain gas sales contracts and legal proceedings instituted against 
the Company in connection with the gas sales contracts is contained in Note 16 of Notes to Financial State- 
ments on page 36 of the accompanying 1976 Annual Report to Shareholders and is incorporated herein by 
reference in further response to the requirements of this item. 


Estimates Included in Other Reports 


The Company is not required to file, and has not filed, any reserve estimates on a recurring basis with 
respect to its total owned proved reserves with any federal or foreign governmental regulatory authority 
or agency other than the SEC. Information concerning the Company’s reserves’ has, however, been 
provided to various governmental regulatory authorities and agencies, including the FEA, the FTC and 
the FPC on a special request basis. Such information has been compatible with the data furnished to the 
SEC, although not necessarily directly comparable due to special requirements of the individual requests, 
such as requirements to report in some instances on a gross, net or total operator basis and requirements 
to reportin terms of smaller units. 


Other Information 


In accordance with General Instruction F, information with respect to net production of crude oil and 
condensate, natural gas and natural gas liquids, gross and net wells drilled and gross and net producing 
acreage is contained in the Five-Year Financial and Statistical Summary which appears on pages 44 
through 49 of the accompanying 1976 Annual Report to Shareholders and is incorporated herein by 
reference. Additional information regarding the Company’s drilling activities at December 31, 1976 is as 
follows: 


Total United States Foreign 
Gross Net Gross Net Gross Net 
Wells capable of producing 
Single completions tein cerca ne eae ae eae earn eee 42,296 14,607 35,752 13,051 6,544 1,556 
MultiploxcompletionSi an teimer cre sen cn tenance eee 1,163 810 946 __ 705 peo 105 
43,459 15,417 36,698 13,756 6,761 1,661 
Wellstinsprocessvot airillingiemrsrrirus ce ereraeceen area nee 201 142 182 131 19 11 
Watefiloods ini process) of installationys secs ss anaes 6 3 5 2 1 i 
Pressure maintenance operations 
Water inj@cthon metho cin serene rn tet ar ene ae 11,482 2,616 10,552 2,498 930 118 
Othermmethods wits. oe ira xtes idee. eta re ube oe oe ee 1,685 684 1,402 587 283 97 


Gross wells represent the total number of wells in which all or part of the working interest is owned by the Company. 
Net wells represent only that part of the working interest applicable to the Company, that is, the sum of all fractional parts. 


In addition to the gross and net acreage on page 46 of the Five-Year Financial and Statistical Summary, 
the Company had approximately 155 million gross acres and 95 million net acres of non-producing 
properties in Japan, Indonesia, Australia and other foreign locations. The Company is currently conducting 
preliminary exploration on some of this acreage and the cost of maintaining these total holdings is minimal. 

As of December 31, 1976, the great number of leases for undeveloped acreage held in the U.S. signif- 
icantly reduces the possibility of the expiration of any holding or group of holdings having a significant 
impact on the Company’s domestic acreage position. The remaining terms of foreign leases and conces- 
sions, including Canada, vary from one month to ten years and before the expiration of certain leases and 
concessions the Company may take various stipulated actions to insure their renewal. 


item 4. Parents and Subsidiaries 


In accordance with the provisions of General Instruction H, information is not included for this item 
as it is not materially changed from Item 4 in the Company’s Form 10-K Report for the fiscal year ended 
December 31, 1975. 


Item 5. Legal Proceedings 


In accordance with the provision of General Instruction F, certain information in response to the 
requirements of this item is contained in Notes 10, 16 and 19 of Notes to Financial Statements which 
appears on pages 32, 36 and 38 of the accompanying 1976 Annual Report to Shareholders and is 
incorporated herein by reference. 

Certain aspects of the use of Corporate funds for contributions, gifts, entertainment and other expenses 
related to political activity are under investigation by the Internal Revenue Service and certain other 
governmental agencies. 

During 1975, nine derivative actions were filed by shareholders on behalf of the Company. Eight of 
these have been consolidated for purposes of pre-trial proceedings, discovery and trial in the United 
States District Court for the Western District of Pennsylvania as William Shlensky, et al., v. B. R. Dorsey, 
et al., Civil Action No. 75-377. 

The eight derivative actions which were consolidated on January 16, 1976 had been filed in five 
separate United States District Courts during 1975 (Western District of Pennsylvania (4), District of 
Massachusetts, Southern District of New York, Eastern District of New York and Southern District of 
Texas). The Consolidated Amended Complaint filed on February 16, 1976 in these actions (the ‘‘Com- 
plaint’”) names as defendants certain present and former Directors and Officers of the Company, a former 
Officer of a subsidiary which has been liquidated, and the Company’s independent accountants, Price 
Waterhouse & Co. On June 3, 1976, one of the defendants filed a crossclaim against the other defendants 
asserting a right to contribution and indemnification from the other defendants in the event that plaintiffs 
are able to prove any of the allegations in the Complaint. In the Complaint claims are asserted for alleged 
violations of Sections 10(b), 13(a), 14(a) and 16(b) of the Securities Exchange Act of 1934 and Rules there- 
under and for alleged waste of corporate assets. Although there are varying allegations and claims for 
relief against different defendants, generally the Complaint alleges that since 1960 the individual defendants 
were responsible for the unauthorized disbursement of more than $12 million of corporate funds for unlaw- 
ful political contributions and other similar unlawful purposes in the United States and abroad, and that the 
disbursements were concealed by means of false entries in the books of the Company and its subsidiaries, 
with the result that reports filed with the Securities and Exchange Commission and proxy statements 
disseminated during this period were false and misleading. The Complaint alleges that the Company’s 
independent accountants “‘knew or should have known, or suspected,” that such irregularities existed, and 
that they aided in the concealment of such matters by allegedly failing to conduct a proper audit or to 
disclose matters allegedly known to them. The Complaint further alleges that excessive compensation was 
paid to Directors and Officers of the Company; that the provisions of the Company’s 1974 Stock Option 
Plan were breached by granting options in November 1974 and rescinding certain stock options previously 
granted at a higher option price, at an alleged cost to the Company of approximately $4 million; that the 
granting of options in November 1974 represented an attempt to reward and/or silence certain officers and 
directors who allegedly knew of the use of corporate funds for political purposes and thereby to perpetuate 
the cover-up of such activities; that the provision in the Company’s 1974 Stock Option Plan which permits 
the grant of stock appreciation rights is unlawful; that the election of Directors be set aside and voided; 
and that the settlement and dismissal in 1974 of a derivative action brought on behalf of the Company by 
the Project on Corporate Responsibility, Inc. and others to recover fines and expenses incurred by the 
Company as a result of unlawful political contributions was fraudulent and constituted a waste of corporate 
assets and an attempt to conceal the Company’s unlawful political contributions. On behalf of the Com- 
pany, plaintiffs seek damages, rescission of stock options granted in November 1974, elimination of pro- 
visions for stock appreciation rights in the 1974 Stock Option Plan and a variety of equitable remedies. 

The amended complaint in the separate derivative action, Shlensky v. B. R. Dorsey, et al., filed in the 
Court of Common Pleas of Allegheny County, Pennsylvania on December 4, 1975, names as defendants 
certain Directors and Officers of the Company and contains allegations similar to allegations set forth in the 
Consolidated Amended Complaint. On behalf of the Company, plaintiff seeks damages of at least $13.1 
million, plus interest, and punitive damages of $13.1 million and also seeks rescission of certain stock 
options plus a variety of equitable remedies. 

Notice of a proposed compromise and settlement (the ‘Proposed Settlement’) of the nine derivative 
actions described above was given to all shareholders of record as of the close of business on September 
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1, 1976. A copy of such notice (the ‘Notice of Proposed Settlement’’) is filed as Exhibit 4 hereto and 
incorporated herein by reference. The Proposed Settlement applies to all of the defendants in the nine 
derivative actions except Price Waterhouse & Co. (the ‘‘Settling Defendants”). Price Waterhouse & Co. did 
not participate in the Proposed Settlement. On November 19, 1976, the United States District Court for the 
Western District of Pennsylvania approved the Proposed Settlement. Two shareholders have filed notices 
of appeal from the Court’s order approving the Proposed Settlement. On November 19, 1976, the Court also 
granted the motion of Price Waterhouse & Co. to dismiss the Consolidated Amended Complaint as to it. 
A notice of appeal has been filed by certain plaintiffs with respect to the granting of such motion. 

Under the terms of the Proposed Settlement, (i) certain former Officers, one of whom had also been a 
Director of the Company, agree not to contest the actions of the Board of Directors rescinding certain 
stock option rights previously granted to them and denying incentive compensation to them for 1975, 
(ii) certain other former Officers and Directors and certain present and former employees agree to the 
relinquishment of certain benefits under various employee plans and (iii) the insurance carrier under the 
Company’s basic policy of directors’ and officers’ liability and corporate reimbursement insurance agrees 
to make a cash payment to the Company of $2 million, and the Company and the Settling Defendants who 
might be covered by that policy will release the insurance carrier from any further liability to them under 
the policy based on or arising from the Matters Settled (as defined below). The Proposed Settlement also 
provides that the Company agrees (a) to release each of the Settling Defendants from all liabilities with 
respect to the matters which were alleged by the plaintiffs in the derivative actions and related matters, 
including claims arising out of or related to matters contained in the Report, dated December 30, 1975, of 
the Special Review Committee appointed by the Company’s Board of Directors in 1975 (the “Matters 
Settled’), (b) to indemnify each of the Settling Defendants, except Claude C. Wild, Jr. and William C. 
Viglia, against any claim arising out of the Matters Settled, and (c) to reimburse each of the Settling 
Defendants, except Wild and Viglia, for his reasonable legal expenses, including counsel fees, incurred in 
the defense of or related to the Matters Settled. The Proposed Settlement also provides that the Company 
and the Settling Defendants who are not Directors of the Company would not oppose an application by 
plaintiffs’ counsel for payment to them by the Company of fees and expenses in an aggregate amount of 
approximately $625,000. Reference is made to the Notice of Proposed Settlement for a more complete 
description of the terms of the Proposed Settlement referred to above, as well as a description of additional 
terms of the Proposed Settlement. 

The Project on Corporate Responsibility, Inc. et al., v. Gulf Oil Corporation, et al., Civil Action No. 74-493, 
pending in the United States District Court for the District of Columbia is a shareholder derivative action 
which names as defendants certain present Directors and certain former Officers and Directors of the 
Company. The action had been dismissed in 1974 pursuant to a compromise and settlement stipulation. 
On the consent of the parties in that action, the order approving the compromise and settlement was 
vacated in 1976 by the Court because the Company’s shareholders had not been notified of the compromise 
and settlement. In the Second Amended Complaint, dated February 7, 1977, plaintiffs make various allega- 
tions relating principally to the circumstances surrounding the rehiring of Claude C. Wild, Jr., a former 
Officer of the Company, for a period of eight months in 1974-1975. Plaintiffs request that the Court declare 
that certain of the defendants engaged in a planned scheme to defraud the Company, its shareholders and 
the Court, that certain of the defendants and their agents pay to the Company certain amounts related to 


the rehiring of Mr. Wild and the 1974 compromise and settlement, as well as punitive damages in excess 
of $500,000. 


Item 6. Increases and Decreases in Outstanding Securities 
(a) Title of Class—Capital Stock (without par value) 


Number of 
Shares 
Shares:outstanding at: January 1y 1976" 05, eran street 194,710,1 85 
Shares issued: 
Under terms of incentive compensation plan on January 6, February 19 and October 
Dy TOTO Aiba Mike hice Solin alah wily: alt te Ae ee er 24,510 
Upon exercise of stock options from July 12 through December 16,1976........... 5,700 
Upon settlement of stock appreciation rights from April 29 through December 27, 1976 123,745 
Shares outstanding at'December 31; 1976 .......0...... we ee 194,864,140 


(b) Unregistered Sales of Securities under Section 4(2) 


On March 15, 1976, the Company guaranteed a $10 million loan to Lion Oil Company, an unaffiliated 
company, by The First National Bank of Chicago. Under the terms of the note evidencing the loan, the 
interest rate will float above the prime rate of the Bank with repayment of the loan to be made in quarterly 
installments from July 12, 1976 through April 12, 1986. 

On August 24, 1976, the Company guaranteed $71 million of 834% Promissory Notes, due December 
1987, issued by CLP Corporation, an affiliate of the Company, to Metropolitan Life Insurance Company. 

On September 22, 1976, the Company guaranteed 25 percent of a loan from Metropolitan Life Insurance 
Company to Oklahoma Nitrogen Company, a partnership in which the Company holds a 25 percent interest. 
Under the terms of the loan agreement, Oklahoma Nitrogen Company may borrow at an interest rate of 8% 
per annum, up to $90 million, which is to mature on December 31, 1978. 

At December 31, 1976, the Company had guaranteed debt of subsidiaries, in the amount of $85 
million, which amount is reflected in the Company’s long-term debt. In addition, the Company had 
guaranteed total debt of associated companies in the amount of $61 million, and the debt of owners of 
service stations and others in the amount of $137 million. 

None of the securities issued in the transactions described in this Item 6(b) were registered under 
the Securities Act of 1933 in reliance upon the exemption contained in Secton 4(2) of such Act. Such securi- 
ties have not been legended and stop-transfer instructions have not been issued. 


Item 7. Approximate Number of Equity Security Holders 
As at February 11, 1977 


Number of 
Title of Class Record Holders 
Papi LOCKEWiTIOUts Dale VAlUC) <.tou a hleh acl. 2 slaels wi co alacea abe folate ac ee eee 361,415 


Item 8. Executive Officers of the Registrant 

The age, present Corporate office and business experience, including all positions held concurrently 
or successively in each of the past five years by each of the Company’s Executive Officers and by certain 
division and subsidiary company Executive Officers are reported below. The Company’s By-Laws provide 
that the Company’s Officers may be removed from office at any time by the Board of Directors. 


Jerry McAfee—Age 60; Chairman of the Board and Chief Executive Officer since January 1976. 
1972—President and Chief Executive Officer, Gulf Oil Canada Limited. 


James E. Lee—Age.55; President and Director since 1973. 
1972—Executive Vice President, Gulf Oil Corporation. 


Z. D. Bonner—Age 58; Chairman, Gulf Oil Chemicals Company since 1975; Director since 1974. 
1972—President, Gulf Oil Chemicals Company; 1973—President, Gulf Oil Company-U.S.; 1973— 
Executive Vice President, Gulf Oil Corporation. 


Edward B. Walker, III—Age 55; President, Gulf Energy & Minerals Company since 1975; Director since 
1974. 1972—Executive Vice President, Gulf Oil Corporation. 


Robert W. Baldwin—Age 55; Chief Executive Officer, Gulf Refining & Marketing Company since 1975. 
1972—General Operations Manager, Kuwait Oil Company; 1973—Executive Vice President, Gulf Oil 
Company-Latin America; 1973—President, Gulf Energy & Minerals Company. 


Charles A. Boyce—Age 47; Secretary and Associate General Counsel since March 1976. 
1972—Tax Counsel; 1975—Assistant General Counsel and Tax Counsel. 


Gerald W. Bush—Age 39; Senior Vice President since 1975. 
1972—Director, Mayor’s Office of Commerce and Manpower, City of Boston. (Mr. Bush was respon- 
sible for industrial development and all federally funded manpower programs in the City of Boston); 
1975—Executive Director, Gulf Management Institute. 


Herbert |. Goodman—Age 53; President, Gulf Trading & Transportation Company since 1975. 
1972—President, Gulf Oil Trading Company. 

Harold H. Hammer—Age 56; Executive Vice President since 1973. 
1972—-Senior Vice President, Gulf Oil Corporation. 


Pierre E. Holloway—Age 49; Senior Vice President since 1974. 
1972—Vice President-Corporate Planning and Economics. 
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Z. Q. Johnson—Age 53; President, Gulf Science & Technology Company since 1975. 
1972—Executive Vice President, Gulf Oil Corporation. 


Juergen Ladendorf—Age 43; Senior Vice President since 1975. 
1972—Chairman of the Board and Chief Executive Officer-Management Decision Analysis, Inc. (Mr. 
Ladendorf was responsible for strategy formulation and overall direction of the business activities of 
the corporation.) 


Merle E. Minks—Age 59; General Counsel since 1969. 


William P. Moyles—Age 46; President and Chief Executive Officer, Gulf Oil Real Estate Development 
Company since January 1977. 1972—Vice President, Corporate Growth, Control Data Corporation; 
1973—Vice President, Corporate Development, Gulf Oil Corporation; 1976—President, Gulf Oil Real 
Estate Development Company. 


James L. Murdy—Age 38; Vice President and Comptroller since 1974. 
1972—Controller, Occidental Petroleum Corporation; 1973—Vice President-Finance, Equity Funding 
Corporation of America. (Mr. Murdy joined Equity Funding as chief financial officer to assist the court 
appointed trustee in Equity Funding’s reorganization proceedings.) 


Jayne Baker Spain—Age 53; Senior Vice President since January 1976. 
1972—Vice Chairman, U.S. Civil Service Commission. (Mrs. Spain assumed this position by Presi- 
dential appointment and Senate confirmation, and was responsible for personnel policy and imple- 
mentation.) 


Paul H. Weyrauch—Age 51; Treasurer since 1972. 


Item 9. Indemnification of Directors and Officers 

Section 410 of the Business Corporation Law of the Commonwealth of Pennsylvania provides that 
a corporation (1) may indemnify its directors and officers against certain amounts incurred in connection 
with the defense of (a) certain civil actions, suits or proceedings if he acted in good faith and in a manner he 
reasonably believed to be in, or not opposed to, the best interests of such corporation and, with respect to 
such action by or in the right of the corporation, (with certain exceptions) he is not adjudged to be liable for 
negligence or misconduct in the performance of his duties to such corporation and (b) certain criminal 
actions, suits or proceedings if he had no reason to believe his conduct was unlawful and (2) shall indemnify 
any such person against expenses (including attorney’s fees) actually and reasonably incurred in any such 
action, suit or proceeding if he is successful in his defense thereof. Section 410 permits a corporation to 
pay such expenses in advance of the final disposition of an action, suit or proceeding if such payment is 
authorized in the manner provided by the statute and if the corporation receives an undertaking by or on 
behalf of the director or officer to repay the advances unless it is ultimately determined that he is entitled 
to be indemnified by the corporation. 

A copy of Section 410 is filed as Exhibit 2 hereto and incorporated herein by reference thereto and 
the foregoing brief description of such Section is qualified in its entirety by reference to such Exhibit. 

Article VI of the By-Laws of the Company as adopted by the Board of Directors on December 14, 
1976 contains provisions for indemnification of directors and officers which are the same in all essential 
respects as Section 410 of the Business Corporation Law of the Commonwealth of Pennsylvania. A copy 
of Article VI of the By-Laws of the Company is filed as Exhibit 1 hereto and incorporated herein by reference. 
The foregoing summary of Article VI is qualified in its entirety by reference to such Exhibit. 

Pursuant to Section 410, the Board of Directors of the Company has established a procedure to be 
followed by Directors and Officers of the Company who wish to request advances for expenses incurred 
in defending the actions described in paragraphs 3 through 7 of Item 5 herein and certain other 
actions, suits and proceedings. Under such procedure, requests for advances, which must be accompanied 
by the repayment undertaking specified in Section 410, are reviewed by independent outside legal counsel 
for the Company, who is asked to determine whether or not such advances are proper in the circumstances. 
If such legal counsel determines that such advances are proper in the circumstances, the requests for 
advances are to be submitted to the Company’s Board of Directors, which may deny the request by action 
of a majority of the Directors. 

Since June 7, 1974 the Company has had a policy of directors and officers liability insurance, a 
copy of which is filed as Exhibit 8(a) hereto and incorporated herein by reference thereto. The insurance 
policy is a two-part policy which, subject to limits and retentions set forth in the policy, covers (i) losses 
that may be incurred by the Directors and certain Officers of the Company and its subsidiaries as a result of 


any wrongful acts while acting in their individual or collective capacities as Directors or Officers; and (ii) 
payment on behalf of the Company of amounts which the Company may be required or permitted to 
pay as indemnification to Directors and certain Officers of the Company and its subsidiaries. The term 
“wrongful act” is defined, with certain exclusions, as any actual or alleged error or misstatement or 
misleading statement or act of omission or neglect or breach of duty by the Insureds while acting in 
their individual or collective capacities. The maximum combined coverage under this basic policy and three 
related excess policies, filed as Exhibits 8(b), 8(c) and 8(d) hereto and incorporated herein by reference 
thereto, was $25 million per policy year at December 31, 1976. 

Reference is made to paragraph 7 of Item 5 for information concerning indemnification of certain 
Directors and Officers of the Company and limitations with respect to claims under the basic insurance 
policy described in the preceding paragraph provided for in a proposed settlement of certain share- 
holder derivative actions. 


Item 10. Financial Statements and Exhibits 


(a) The 1976 and 1975 financial statements appearing on pages 25 through 43 of the accompany- 
ing 1976 Annual Report to Shareholders together with the report thereon of Price Waterhouse & Co. 
dated February 23, 1977 appearing on page 24 and, as indicated under Items 1 through 3, the five- 
year financial and statistical summaries appearing on pages 44 through 49 and the annual and 
quarterly earnings discussion on page 22 of the accompanying 1976 Annual Report to Shareholders 
are incorporated in this Form 10-K Annual Report by reference. The information appearing on pages 
2 through 21 and 23 and 24, except for the report of Price Waterhouse & Co., and on pages 64 and 
65 of the accompanying 1976 Annual Report to Shareholders is not deemed to be filed as part of 
this Form 10-K Annual Report. The report of Price Waterhouse & Co. is based in part on the report 
of Clarkson, Gordon & Co. dated February 8, 1977 appearing on page 63. 

The financial statements and schedules of the Registrant have been omitted as the Registrant 
is primarily an operating company and together with totally held subsidiaries meets the require- 
ments as to revenues and assets. 

All other schedules have been omitted as they are either not applicable, not required, not signifi- 
cant, or the required information is given in the financial statements or notes. 


(b) Exhibits* 


Article VI of the By-Laws of the Company as adopted on December 14, 1976. 

Section 410 of the Business Corporation Law of the Commonwealth of Pennsylvania. 

The Pension Plan of Gulf Oil Corporation reflecting all amendments adopted in 1976. 

Notice of Proposed Compromise and Settlement of Shareholders’ Derivative Actions and of a 

Settlement Hearing, dated September 30, 1976. 

5. (a) Purchase Sale Agreement dated January 1, 1976 between Petroleos de Venezuela and Trans- 
ocean Gulf Oil Company, a subsidiary of the Company. 

(b) Technical Assistance Agreement dated January 1, 1976 between Mene Grande Oil Company, 
a subsidiary of the Company, and Petroleos de Venezuela. 

6. (a) Technical Assistance Agreement between Global Energy Operations and Management Co., 
Ltd., a subsidiary of the Company, and Kuwait Oil Company (K.S.C.) dated January 17, 1976. 

(b) Crude Oil Supply Agreement dated March 24, 1976 between the Ministry of Oil of the Govern- 
ment of Kuwait and Gulf Kuwait Company, a subsidiary of the Company. 

7. Participation Agreement Assignment dated February 26, 1976 between Gulf Oil (Great Britain) 
Limited, Gulf Oil Corporation, The British National Oil Corporation and the Secretary of State for 
Energy relating to title to licenses for oil and gas production in the North Sea. 

8. The following Directors and Officers Liability and Company Reimbursement Liability Policies as 

amended to December 31, 1976 by endorsements thereto other than those which change the 

individual named Insureds: 
(a) Crum & Forster Policy No. DOL 2053 dated June 7, 1974; 
(b) Crum & Forster Insurance Company’s Certificate of Excess Insurance No. XS 4128 dated 
March 9, 1976; 
(c) Lloyd’s Policy No. 501/B7613545(a) dated October 7, 1976; and 
(d) Companies Collective Policy No. 501/B7613545(b) dated December 14, 1976. 


Bes el ae 


*Note to Shareholders: A copy of these Exhibits is available at a fee of $3.00 per document to any shareholder upon written 
request to the Secretary, Gulf Oil Corporation, P.O. Box 1166, Pittsburgh, Pennsylvania 15230. 
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PART Il 


In accordance with the provisions of General Instruction H, information for Items 11 through 15 is 
omitted because prior to April 30, 1977 the Company expects to have filed with the Commission, pursuant 
to Regulation 14A, a definitive Proxy Statement involving the Election of Directors at its 1977 Annual 
Meeting. 


SIGNATURE 


Pursuant to the requirements of the Securities Exchange Act of 1934, the Registrant has duly caused 
this Annual Report to be signed on its behalf by the undersigned thereunto duly authorized. 


GULF OIL CORPORATION 
(Registrant) 


By J. L. Murdy 
Vice President and 
Comptroller 


February 23, 1977 


Supplemental Schedules 
Properties (SEC Schedule V) 


Millions of Dollars—Years Ended December 31, 1976 and 1975 


Deductions 

Classification Balance at Transfers Balance 
eae beginning Additions Retirements and reclassi- at close 
1976 of period at cost or sales fications of period 

Petroleum 
Exploration and development .............. $ 5,408 $ 744 $ 441 $53 $ 5,658 
Marketingiiiatrn tort. anercarsteet acess aa enm gene hanes 1,667 84 112 14 1,625 
Refining aris waar orate hielars Gee anne eee eros 1,864 101 38 — 1,927 
LFANSPOLtationistisy. coc esite: cae cea eeeeroto 1,023 121 104 (4) 1,044 
Natural'gas: liquids. 8-0--se ae ee ae eee 391 38 8 (7) 428 
Ole Atenas Sera ier. ie tennyrn cos ee are ae 145 28 1 a ty 165 
10,498 1,116 704 63 10,847 
Chemicals siaorecssa ncn. ire eee ec eee 915 150 4 7 1,054 
Minerals taret oma tatoraite monet ereta ney scores eee 364 70 2 11 421 
ORNS oer cn ce do he aes. Cre IO Smita 109 26 2 (20) 153 
$11,886 $1,362 Seale $61, $12,475 

1975 

Petroleum 
Exploration and development .............. $ 5,602 $ 491 $ 662 $23 $ 5,408 
Marketing aiace aaa esa na toe ranence aie 1,745 95 168 5 1,667 
Raetining cathe secrace ee tn Geen 1,856 73 58 7 1,864 
FFFANSDO ALON A easeaie otter mien lad aie ae 1,069 102 163 (15) 1,023 
Naturaligassliquid Siarmesseaan earn toe eae 381 27 23 (6) 391 
Othe riod tc Grin heh ee er a ree ae 66 61 3 (21) 145 
10,719 849 1,077 (7) 10,498 
CHSIICAIS eerie eptrnr was c me Baten ee en ates 710 212 8 (1) 915 
MinGbalS 4 wee tetan Dh ter Dhan ate Seth ee ty Ns 304 59 -- (1) 364 
OUGCr a Siete er ithe tty Mec manbcia | cates ina ty © 112 11 8 6 109 
$11,845 $1,131 $1,093 $(3) $11,886 


| 


Accumulated Depreciation, Depletion and Amortization of Properties (SEC Schedule VI) 
Millions of Dollars—Years Ended December 31, 1976 and 1975 


Deductions 
Classification Balance at Additions Transfers Balance 
beginning charged and reclassi- at close 
1976 of period to income Retirements fications of period 
Petroleum 
Exploration and development ............... $ 2,922 $ 314 $271 $1 $ 2,964 
ManketinGimmrectmie sree ecb ince ah see cise She sg 657 83 71 1 668 
RoMigeeeerrrrr ects 931 69 14 — 986 
answOntationpweras tt sess whit ek ee. 420 51 63 es 408 
Natunalig asall Quid Same meeian tee ire ye cree 211 21 6 = 226 
Otherenrngme re SP 30 12 2 4 36 
TA 550 427 6 5,288 
(ONIN: dc ek OR 310 39 3 = 346 
Min C (al SmPreeN Mpeg <0 rade Bis eave weds i 110 34 1 = 143 
OATES 2. Kee ee 59 8 1 = 66 
$ 5,650 $ 631 $ 432 $ 6_ $ 5,843 
1975 ae 
Petroleum eat 
Exploration and development ............... $ 3,148 $ 323 $ 549 $— $ 2,922 
RRA TKCUMG Meee awe rn dg se Gin sh bbils 695 84 118 4 657 
MChaINOM mere: ieee eye 916 71 55 1 931 
NimahiSpOrtarionmescetny te sss Ged. a voke ae 412 50 46 (4) 420 
NAT MEG aS wUiC Ste ttn auch cs bo oo ee 204 20 15 (2) 211 
COTE grows 8-6 Se Oe ee ee 18 10 2 (4) 30 
5,393 558 785 (5) S74 
GCRTICETS. « inc ace eet eae 37 4 — 310 
Blip Ctl S MnO CRG Pe en a oo oe 82 26 (1) (1) 110 
OVANGTE 5 oo ee Og AAG ie ge 58 7 5 dss 59 
$ 5,810 $ 628 $ 793 $(5) $ 5,650 
Supplementary Income Statement Information (SEC Schedule XVI) 
Millions of Dollars—Years Ended December 31, 1976 and 1975 
Charged to expenses 
1976 1975 
MENTMANEINES CINE! (CEN) coord on Hoe Ob 0 o000 O00 Bod 0.0 ho ToD UA OO non Do OU Ino om cS a rys oc omo $ 384 $ 351 
ROI Smee mnMer Mrs Noten coc eens grate cewiaiae se Stansio cuee ie charts eastal nde wslahai ars uoaidon daidieys Giaers Sle aaoreparawndeie & $ 231 $ 268 


REPORT OF CLARKSON, GORDON & CO. 


To the Directors of : 
Gulf Oil Canada Limited: 


We have examined the consolidated balance sheets of Gulf Oil Canada Limited and subsidiary 
companies as at December 31, 1976 and 1975, and the consolidated statements of income, shareholders’ 
equity, and changes in financial position for the years then ended. These financial statements, prepared 
for inclusion in the consolidated accounts of Gulf Oil Corporation, are expressed in United States dollars 
following the basis of translation from Canadian dollars set out in the notes thereto. Our examinations 
were made in accordance with generally accepted auditing standards and accordingly included such tests 
of the accounting records and such other auditing procedures as we considered necessary in the circum- 
stances. 

In our opinion these consolidated financial statements (not shown separately herein) present fairly 
the financial position of Gulf Oil Canada Limited and subsidiary companies as at December 31, 1976 and 
1975, and the results of their operations and the changes in financial position for the years then ended, in 
conformity with generally accepted accounting principles consistently applied. 


Toronto, Canada CLARKSON, GORDON & CO. 
February 8, 1977 Chartered Accountants 
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PRINCIPAL CORPORATE OFFICERS 


Jerry McAfee 
Chairman of the Board and 
Chief Executive Officer 


James E. Lee 
President 


Harold H. Hammer 
Executive Vice President 


Gerald W. Bush 
Senior Vice President 


Pierre E. Holloway 
Senior Vice President 


Juergen Ladendorf 
Senior Vice President 


Jayne Baker Spain 
Senior Vice President 


Merle E. Minks 
General Counsel 


Charles A. Boyce 
Secretary and Associate General Counsel 


James L. Murdy 
Vice President and Comptroller 


Paul H. Weyrauch 
Treasurer 


PRINCIPAL DIVISIONS AND SUBSIDIARY COMPANIES 


GULF ENERGY & MINERALS COMPANY 


Houston, Texas 


Edward B. Walker, III 
President and Chief Executive Officer 


L. A. Ramsey 
President 
Gulf Energy & Minerals Company-u. S. 


M. J. Hill 
President 
Gulf Energy & Minerals Company-!/nternational 


T. D. Lumpkin 
President 
Gulf Oil Company-Latin America 


R. J. Goeken 
President 
Gulf Mineral Resources Company 


V. D. Stone 
President 
Keydril Company 


GULF REFINING & MARKETING COMPANY 


Houston, Texas 


R. W. Baldwin 
President and Chief Executive Officer 


E. F. Eisemann, Jr. 
Executive Vice President 
Gulf Oil Company-U. S. 
T. G. Harper 

Executive Vice President 
Gulf Oil Company-w. S. 
A. G. Smith 

Executive Vice President 
Gulf Oil Company-U. S. 
N. G. Pignatelli 
President 

Gulf Oil Company-!nternational 
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OTHER CORPORATE OFFICERS AND OFFICIALS 


Ben C. Ball 
Vice President, Planning Research 


G. M. Binegar 
Vice President, Human Resources 


ESE Boninwule 
Vice President, Executive Director 
Washington Office 


M. P. Breaux 
Vice President, Industrial Relations 


R. T. Brown 
Vice President, Planning Operations 


Nicholas J. Covatta, Jr. 
Vice President, Strategy Development 


O. J. McGill 
Vice President, General Auditor 


W. E. Moffett 
Vice President, Public Affairs 


Jack H. Morris 
Vice President, Financial Relations 


F. W. Standefer 
Vice President, Tax Administration 


G. K. Thompson 


Vice President, Executive Representative, New York 


A. Lewis, Jr. 
President, Gulf Oil Foundation 


GULF OIL CHEMICALS COMPANY 
Houston, Texas 


Z. D. Bonner 
Chairman and Chief Executive Officer 


W. C. Roher 
President 


GULF OIL CANADA LIMITED 
Toronto, Canada 


C. D. Shepard 


Chairman and Chief Executive Officer 


J. L. Stoik 
President 


GULF TRADING & TRANSPORTATION COMPANY 


Pittsburgh, Pennsylvania 


Herbert |. Goodman 
President and Chief Executive Officer 


S. L. Sugarman 
Executive Vice President 


GULF SCIENCE & TECHNOLOGY COMPANY 


Pittsburgh, Pennsylvania 


Z. Q. Johnson 
President and Chief Executive Officer 


H. A. LaRue 
Executive Vice President 


GULF OIL REAL ESTATE DEVELOPMENT COMPANY 


Reston, Virginia 


William P. Moyles 
President and Chief Executive Officer 


Seated, /eft to right: Beverley Matthews, Sister Jane Scully, Jerry McAfee, James E. Lee and Nathan W. Pearson; standing, /eft to right: 


George Kozmetsky, Z. D. Bonner, James M. Walton, Edward B. Walker, III, Charles M. Beeghly, James H. Higgins, R. Hal Dean and 


Edwin Singer. 


BOARD OF DIRECTORS 


Jerry McAfee (3) 
Chairman of the Board and 
Chief Executive Officer 
Gulf Oil Corporation 


James E. Lee (3) 
President 
Gulf Oil Corporation 


Charles M. Beeghly (1)(4) 
Retired Chairman of the Board 

and Chief Executive Officer 

Jones & Laughlin Steel Corporation 


Z. D. Bonner 
Chairman 
Gulf Oil Chemicals Company 


R. Hal Dean (4) 
Chairman of the Board and 
Chief Executive Officer 
Ralston Purina Company 


James H. Higgins (1) 
Chairman of the Board and 
Chief Executive Officer 
Mellon Bank, N.A. and 
Mellon National Corporation 


George Kozmetsky (1)(2) 
Dean, Graduate School of 
Business and College of 
Business Administration 

The University of Texas at Austin 


Beverley Matthews (4) 
Senior Partner, law firm 
McCarthy & McCarthy, 
Toronto, Canada 


Nathan W. Pearson (1) 
Financial Advisor 
Paul Mellon Family Interests 


Sister Jane Scully (2)(4) 
President 
Carlow College 


Edwin Singer (4) 
Partner 
Whitcom Investment Company 


Edward B. Walker, III 
President 
Gulf Energy & Minerals Company 


James M. Walton (1)(2) 
President 

Carnegie Institute and 
Carnegie Library of Pittsburgh 


(1) Member of Audit Committee; 
Mr. Higgins, Chairman 


(2) Member of Business 
Principles Committee; 
Mr. Walton, Chairman 


(3) Member of Directors’ 
Fee Committee; 
Mr. McAfee, Chairman 


(4) Member of Human 
Resources Committee; 
Mr. Matthews, Chairman 


CORPORATE OFFICES 


Gulf Oil Corporation 

P.O. Box 1166 

Pittsburgh, Pennsylvania 15230 
Telephone: (412) 263-5000 


TRANSFER AGENTS 


Bankers Trust Company, New York 

The First National Bank of Chicago 

Mellon Bank, N.A., Pittsburgh 

Canada Permanent Trust Company, 
Toronto 


REGISTRARS 


Bankers Trust Company, New York 
The First National Bank of Chicago 
Pittsburgh National Bank 
Montreal Trust Company, Toronto 
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